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In the present Journal we publish the 
elaborate paper of Mr. Allen Ripley 
Foote of Takoma Park, D. C., upon the 
question—How shall a Sound American 
Currency and Banking System be estab- 
lished? This paper was read before the 
New York Board of Trade and Trans- 
portation at their meeting held on De- 
cember 
same ideas presented by Mr. Foote in 
his address before the American Bank- 
ers’ Convention at Chicago in October 
last. 


13th, and is in line with the 


Mr. Foote suggests the organiza- 
tion of a national monetary conference, 
and the selection of a national monetary 
commission to consist of seven non-par- 
tisan experts, who will collect data and 
make final report to the 
upon a sound currency and banking 
system, formulated by it as the result of 


conference 


its investigations and best judgment, 
Mr. Foote’s ideas were favorably re- 
ceived by the bankers at Chicago and 


Law Journal. 


New York, JANUARY I, 1894. 


were referred to the executive council, 
who as yet have taken no action upon 
The New York Board of Trade 
have 
taken active steps to further the sugges- 


them. 
and Transportation, however, 
tions proposed, having adopted resolu- 
tions proposing co-operation with the 
American Bankers’ Association and all 
other industrial, commercial and finan- 
cial organizations for the purpose of 
securing the organization of such acom- 
mission; having appointed a committee 
on organization; and having forwarded 
a copy of Mr. Foote’s paper, together 
with the resolutions adopted to each in- 
dustrial and commercial organization 
with which the board is in correspond- 
ence, with request for similar action, 
and report to the New York board. 

The movement, therefore, seems fairly 
launched under favorable auspices, its 
end is highly beneficial, and we trust 
the outcome will be satisfactory. 


THE second series of contributions 
upon the subject of the late panic, ap- 
pear in the present number and will be 
found highly interesting reading. Mr 
Garth reviews all previous panics, and 
shows how different the late disturbance 
was, from any of its predecessors. 

Mr. James gives acomprehensive view 
of the direct and remote causes of the 
recent panic, and states that tariff set- 
tlement is a pre-requisite to future pros- 
perity. Three of the writers point to 
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the Baring failure as the initial shock to 
confidence, and give more or less prom- 
inence to that occurrence as a cause 
leading up to the deep-seated distrust 
and lack of confidence prevailing in 
America during the past summer. 

It is a generally conceded fact that the 
banks of New York during the panic 
did the best possible under all the cir- 
cumstances, and displayed wise general- 
ship and rare ability. But an interest- 
ing question is whether, at the time the 
wave of distrust struck the country, the 
banks were in a good condition to meet 
it. Upon this point, the Journal asked 
the question, ‘‘Were banks in good con- 
dition to withstand the panic, or was too 
great proportion of funds tied up in in- 
vestments immediately realizable 
In answer, Mr. Garth says that 
‘‘while the community in general had 


not 
upon?” 


not recovered from the effects on trade 
and commerce caused by the great Bar- 
ing failure in 1890, the New York banks 
on the contrary, by their conservative 
management had themselves 
into such good condition that they were 
as well prepared to withstand the effects 
of such a catastrophe, as they were ever 
before. 


worked 


In many minds they were con- 
sidered in a better condition.” 

Upon the same subject, Mr. James 
says that at the time the actual panic be- 
gan, the banks were unquestionably ina 
position to withstand even extraordinary 
demands; and when the alarming with- 
drawal of deposit and hoarding process 
was at its height, ‘if the banks had had 
a too great proportion of their funds 
tied up in investments not immediately 
realizable upon, they would have been 
in much poorer condition for that com- 
mon agreement which enabled them at 
last to weather the storm.” 

There is a great deal of truth in the 
view of Mr. Case that sentiment, more 
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largely than fact, dominates the growth 
Let 
some one falsely cry ‘‘Fire” at a theatre, 
and in the mad rush for freedom and 
the open 


and spread of a financial panic. 


air, injury and disaster is 
caused. So it is with alarmist utterances 
the 


seems temporarily dethroned, and fact 


upon financial situation. Reason 


and judgment, which should be the 
chief basis for confidence, are displaced 
by emotion and _ passion—imaginary 
fear. During the past summer there 
was no time that the government refused 
to pay gold, although the reserve was 
cut into, and the heavy export of gold 
early in the season proved, by its later 
return, to have been only a trade bal- 
ance transaction, and not called out by 
fear of a silver basis. 


judgment, and a little less sentiment on 


With a lit lemore 


the part of the public, the panic might 
have been averted, and the silver prob- 
lem settled without such a disastrous 
forerunner. 


Tue United States Circuit Court of 
Appeals has affirmed the decision of the 
the 
case of the Exchange National Bank of 
Spokane, Wash. against the Bank of 
Little Rock, Ark , holding the latter 
bank not liable upon its New York draft 
for $25, which was so carelessly executed 


federal circuit court in Arkansas in 


that it was readily raised to $2,500, and 
sold to the Exchange bank at the latter 
figure. We have to 
bring our mind to see the justice of a 


never been able 


rule of non-responsibility in such a case. 
The court draws a distinction between 
the situation presented, and one where 
the maker intrusts a check to a third 
party, or confidential clerk, with blanks 
to be filled, and an excessive amount is 
inserted. In the latter event the court 
says the loss is the natural and probable 
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consequence of the maker’s negligence, 
one that he ought to have foreseen, and 
the risk of which he fairly assumes by 
his own act. 

But the situation is different, the court 
argues, when as in the present case, the 
maker issues a check, complete in itself, 
but in such form as to be easily altered 


without attracting attention, the check 


being afterwards raised by the holder 
and negotiated to ah innocent party. 
Here, the court says, it is not the negli- 


gence of the holder, but the crime of 
the forger, that is the proximate cause 
of the loss. ‘‘Forgery and consequent 
loss cannot be said to be the natural or 
probable consequence of issuing a draft 
inartifcially drawn.” These reasons 
are elaborated and amplified in the opin- 
ion,and lead to the conclusion (in accord 
with some, but in contravention of other 
cases) that the innocent purchaser, and 
not thecarelessly-executing maker, must 
stand the loss. 

With respect, our opinion is 
strongly to the effect that the technical 


legal distinction made between the two 


due 


classes of cases, is flimsy and contrary 
to common sense, and that the asserted 
doctrine of non responsibility is a dan- 
If A draws and delivers 
his check, leaving the amount blank, 


gerous one. 


and B fills in a wrongful and excessive 
amount, A is liable. But if A draws his 
check for twenty-five dollars, carelessly 
leaving a blank to write in the word 
‘hundred” or ‘‘thousand,” and a blank 
for insertion of raised figures, both writ- 
ten and check punched, which oppor- 
tunity for fraud is availed of by B, A is 
not liable, although the raised instru- 
ment has caused a loss to C of hundreds 
or thousands of dollars. 

In the first case the loss entailed by 
B’s crime is held to be the natural and 
probable consequence of A’s negligence, 


which is the proximate cause of loss; 
hence A is responsible. In the second 
case, the loss by reason of B’s crime is 
not such natural or probable conse- 
quence; hence A is not responsible. Is 
not this reasoning fallacious? Letevery 
man put to himself the question whether 
the raising of a check so drawn as to 
permit of it without detection, is not 
just as natural and probable a conse- 
quence to be anticipated, as the fraudu- 
lent filling of an amount in an entire 
blank? If the check gets into the hands 
of a dishonest man, he will just as read- 
ily ‘‘raise” it, as insert an excessive 
amount. We can 
anticipated 


see no distinction in 
consequence between the 
two cases, and think that in both A’s 
negligence is the proximate cause of 
loss, for which he should be held re- 
sponsible. 

The ‘‘pile of shavings” and ‘‘horse- 


stealing” illustrations of the court, do 
True, if 


a man carelessly leavesa pile of shavings 


not help its line of reasoning. 


near his house, and another uses them 
to commit the crime of arson and burn 
a neighbor’s dwelling, the owner of the 
shavings is not responsible to his neigh- 
bor. 


checks, are two different things. 


But shavings, and signed bank 
Any 
cr.minal can procure shavings; while he 
cannot procure a_ carelessly-executed 
banker's draft, susceptible Of raising. 
True also 
turns his horse on the highway, offering 
opportunity to a thief to steal and sell 
to, an innocent purchaser, the owner 
But, likewise, 
there is no true parallel between a horse 
and a bank check, and there is room for 


that if a man negligently 


may reclaim his animal. 


a difference in principle between the two 
cases. An exception was early made in 
the case of negotiable instruments, over 
other species of personal property, in— 


that the innocent purchaser before ma- 
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turity could take a better title than his 
transferor. This exception was necessi- 
tated by the extensive use of negotiable 
instruments in commerce; and the ne- 
cessity that they should not be hamper- 
ed by secret defects, or questionable 
titles. Equally, the great amount of 
damage that could be done the commer- 
cial world by a rule that the innocent 
purchaser of a negotiable instrument, 
authentically signed and perfect on its 
face, must suffer loss because the maker 
so carelessly executed it, that it could 
be raised without detection, calls for a 
different doctrine, and the placing of 
such instruments in the same category 
as those executed in blank—the maker 
in either case, where he has been neglli- 
gent or careless, being made responsible 


therefor to the innocent purchaser. 


Tue closing of the St. Nicholas Bank 
of large 
banks—was a surprise to many people. 


—one the clearing-house 
As is usual in such cases, the cessation 
was followed by various kinds of critic- 
ism. On the one hand, the bank super- 
intendent has been attacked for not in- 


vestigating and closing the bank more 


speedily; on the other hand, only an 


impairment of capital is alleged, and the 
superintendent is blamed for not first 
giving the directors and stockholders an 
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opportunity to makeitgood. A receiver 
has been appointed, and we await a de- 
tailed statement before touching further 
True it is that the 


closing of a bank and locking up of its 


upon this point. 


deposits, works serious injury to the de- 
positors, even though they may ultima- 
tely receive one hundred per cent. ; and 
wherever a condition exists of impair- 
ment of capital only, with deposits in- 
tact, ‘‘resuscitation” should take prefer- 


ence over ‘‘receivership.”’ 


ATTENTION is called to an interesting 
point which has been decided by the 
federal court in New York, namely, the 
right of a city bank to retain the depo- 
sit of a national bank correspondent, 
upon the latter’s failure, without violat- 
ing the federal statute forbidding trans- 
fers of deposits by national banks in 
In the 
case in question, an agreement existed 


contemplation of insolvency. 
between the two banks that the balance 
should stand as security for loans, and 
the court held the deposit balance could 
be rightfully retained. Judge Lacombe 
said that the retaining of the balance 
was not a transfer of deposit within the 
U. S. Re- 
apparently 


meaning of section 5242, 
Statutes, 
contemplates a transfer dy the insolvent 
bank,” 


vised ‘*which 














A SOUND CURRENCY AND BANKING SYSTEM. 


HOW SHALL A SOUND AMERICAN CURRENCY AND BANKING 
SYSTEM BE ESTABLISHED ? 


A Paper Read before the New York Board of Trade and Transportation at its monthly meeting, held December 
13th, 1893, by Allen Ripley Foote. 


This question must now be dealt with and cor- 
rectly settled before the people of this country 
can again enjoy an era of solid prosperity. For 
this reason it is the most urgent question of our 
times. 

The act prohibiting further purchases of silver 
bullion by the United States treasurer is the 
most important monetary measure enacted by 
congress since the act fixing a cate after which 
the obligations of the United States would be 
redeemed in United States coin. This actopens 
the way to a solid and lasting career of pros- 
perity tor the laboring and producing classes of 
every section, by compelling the people to dis- 
cuss and to permanently settle the question of 
remodelling our currency and banking system. 
At no time since the organization of our govern- 
ment, until now, has a fitting opportunity pre- 
sented itself in which the whole people, united 
in the pursuit of the vocations of peace, could 
discuss and settle this question on its merits, as 
a distinctive issue, freed from the sentiments, 
traditions and prejudices of the past. 

The organizers of the nation made no attempt 
to formulate and adopt a sound and comprehen- 
sive system of American currency and banking. 
Their energies and resources were completely 
exhausted by the seitlement of questions per- 
taining to national organization and independ- 
ence. All monetary legislation enacted by them 
was confined to placing a few basic conditions 
in the constitution; the adoption of such expedi- 
ents as gave promise from time to time of sup- 
piying funds for the treasury; establishing 
mints for the coinage ot money; and incorpo- 
rating a bank of the United States in 1791, and 
another in 1816. ‘lhe chartering of these banks 
was merely an expedient for carrying the coun- 
try through the monetary difficulties caused by 
the prosecution of the war for independence 
(1776) and the war for sailors’ rights (1812). An 
attempt was again made to establish sucha bank 
in 1844. Two bills having that end in view then 
passed congress, but both were vetoed by Presi- 
dent Tyler. . 

The monetary provisions in the constitution 
of the United States are as follows: 


Articles 1, Section 8 [in part]. Congress shall have 
power to coin money and regulate the value thereof, 
and to provide for the punishment of counterfeiting 
the securities and current coin ot the United States. 

Section ro [in part]. No state shall coin money; emit 
bilis of credit; make anything but gold and silver coin 
« tender in payment of debts: pass any bill of attain- 
der, ex fost facto law, or law impairing the obligation 
of contracts. 


Article 1. Amendments to the constitution,—“The 
powers not delegated to the United States by the con- 
stitution, nor prohibited by it to the states, are re- 
served to the states respectively, or to the people.” 


Until the war of the rebellion the currency 
and banking system of this country was found- 
ed on United States coin, a bank of the United 
States operating under a national charter from 
I791 to 1811, and another bank of the United 
States operating under a national charter from 
1816 to 1836; and state banks of issue chartered 
by the several states. During all this time no 
effort was made to formulate a currency and 
banking system that would be uniform in every 
state, sound, automatically adjustable to the 
fluctuating requirements of the business of all 
sections of the country and able to supply all 
the currency required to promptly effect the ex- 
changes of industry andcommerce. Asa result 
of this failure to master the problem of a sound 
and comprehensive currency and banking sys- 
tem, unsound banking measures were enacted 
in many states. The notes of unsound banks 
became abundant because they were ‘‘cheap”’ 
and could be easily supplied. When the inevit- 
able disaster came,sound banks were forced 
into suspension through the suspicions and want 
of confidence which took possession of the peo- 
ple engendered by the failuresof unsound banks. 
The lessons taught by the experience of those 
days may be briefly stated as follows: 

First. State banks of issue can be so organ- 
ized, controlled and managed as to maintain 
every note issued by them good at par in gold 
values. Such banks have existed in this coun- 
try since the first bank charter issued by the 
confederation to the Bank of North America, in 
1781. This bank having passed through several 
charter changes, is now doing business in Phil- 
adelphia as a national bank. Its history is a 
monument showing what may be accomplished 
by honesty and intelligence when applied to 
finance. 

Second. Inferior currency and superior cur- 
rency cannot be maintained in circulation at a 
parity with each other. This is shown by the 
**Bank Note detectors” of ante-bellum days, 
quoting the discounts at which the notes of 
state banks would be received in the principal 
commercial centers of the country. 

Third. Inferior currency, in obedience to a 
natural law, will invariably drive superior cur- 
rency out of circulation. Every person instinc- 
tively hoards coin and good bank notes and 
pays out mutilated or inferior bank notes 
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Fourth, Whenever unsound currency or bank- 
ing legislation creates suspicions and a want of 
confidence in financial institutions, a panic oc- 
curs which punishes with merciless impartiality 
all classes of the people for permitting such 
enactments. That such measures are necessary 
is disproved by the fact that at the very time 
they were enacted, examples of sound banking 
were existing in the midst of the people. That 
money is made plenty in the pockets of the peo- 
ple by attempts to make money “‘cheap” through 
disregarding the requirementsof sound banking 
is disproved by the fact that it is impossible to 
issue a sufficient amount of ‘‘cheap” money to 
répair the loss of the good money it will drive 
out of circulation, Every attempt todo this 
has, and always will create a panic and cause 
the disappearance of all currency. 

Fifth. In monetary affairs the dishonest and 
the uninformed entail severe penalties on the 
honest and the intelligent for permitting them 
to exist, in exactly the same manner as those 
who commit sanitary and moral sins compel the 
wholesome and upright to suffer by their mis- 
deeds. The only security against monetary 
panics is a sound currency and banking system, 
intelligently understood and voluntarily adopt- 
ed by a majority of the whole people. The only 
permanent remedy for a lack of sufficient good 
currency at any time in any section of this coun- 
try is sound monetary education. 


CHANGES WROUGHT BY WAR. 

During the war of the rebellion the extraor- 
dinary conditions then prevailing led to the 
issue of United States legal tender notes; to a 
uniform organization of national banks of issue 
in all states, and to the complete suppression of 
all state banks of issue. These acts have been 
held to be constitutional by the supreme court 
of the United States, as war measures, then ne- 
cessary for the defense of the national govern- 
ment. These measures have never been before 
the people for discussion as measures of public 
policy, nor have they ever been submitted tothe 
people for their adoption as measures for the 
general welfare. They were discussed and 
enacted by congress as measures of necessity 
and of temporary expediency. This is an in- 
stance in which the powers reserved to the peo- 
ple by the constitution were exercised by the 
people's representatives in congress, in defense 
of the people’s government, and such exercise 
of these powers, by virtue of the decisions of 
the people’s supreme court, has resulted in a 
constructive change in the constitutfon of the 
United States, which, for the first time secured 
to the national government the exclusive right 
to issue legal tender currency notes and to 
charter banks of issue. In this respect the war 
of the rebellion has wrought as important and 
as far-reaching a change in the monetary sys- 
tem of the country, by abolishing state banks of 
issue, as it did in the industrial system of the 
South by abolishing slavery. This momentous 
change has been acquiesced in until now, be 
cause political rather than monetary questions 
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have absorbed the attention of the people. The 
political and industrial results of the war were 
secured beyond the possibility of doubt by 
amendments to the constitution. The monetary 
results of the war have been allowed to remain 
with no other security than acts of congress con- 
firmed by the supreme court. The fact that 
these acts of congress may yet be repealed and 
thus throw the monetary system of the country 
back into a condition of chaos that existed in 
ante-bellum days is a factorof doubt, a cause of 
distrust and want of confidence in our entire 
currency and banking system. No such doubt 
would exist if there were no lack of sound mone- 
tary intelligence among the people; therefore, 
the fundamental remedy for the monetary dis- 
tress from which the people are suffering, as the 
result of unsound monetary legislation, enacted 
or feared, is the wide dissemination of correct 
monetary information. Had such work been 
thoroughly done, and no compromise with the 
demands of the dishonest or the uninformed 
been made, the watchword of those in power 
from 1873 to 1878, when the well-meaning but 
misguided people demanded that the redemp- 
tion of all existing United States legal tender 
war currency notes should cease, the disasters 
and distress of the panic of 1893 would not have 
occurred. The cost of this panic is the penalty 
which the people of this country have paid for 
permitting monetary ignorance to exist. This 
is notall. The work that was not done in the 
period from 1873 to 1878 must be done now or 
history wi!! repeat itself. A like cause will again 
produce a like result. ‘‘Domestic tranquility” 
is the permanent condition sought to be estab- 
lished. ‘*The common defense” is contribvtory 
thereto. The vocations of peace, not of war, 
are the true occupations of all the people. Peace 
has its necessities as well as war. Our fathers 
fought for political liberty. Ours is the high 
honur of contending for industrial liberty and 
economic independence. Political liberty was 
won and maintained by the use of physical 
force. When a republic was founded on the 
“consent of the governed” to be expressed by 
the free exercise of manhood suffrage, civiliza- 
tion reached the farthermost limit to which it 
can be carried by the use of physical force. Be- 
yond that limit all progress is dependent upon 
the honestv and intelligence with which votes 
are cast and counted. The will of the people is 
formulated and expressed by the action of the 
majority. If the majority is honestly and intel- 
ligently directed, its action will promote indi- 
vidual and public welfare with absolute certain- 
ty. If the majority is dishonestly or unintelli- 
gently directed, honest-minded though it may 
be, that its action will be destructive of indi- 
vidual and public welfare, is inevitable. . From 
the victories of battles in times of war; fromthe 
victories of ballots in times of peace, there is no 
appeal. 


UNSOUND MONETARY LEGISLATION SINCE 


1573. 


People who entertain monetary fallacies em- 
body them in political creeds and enact them 
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into laws whenever they can gain the power to 
do so. From this source demands came thatthe 
government should make money plenty by still 
further issues of legal tender paper currency; 
that the redemption of United States legal ten- 
der notes should cease; that a fixed amount of 
silver bullion in value should be bought and 
coined by the United States treasury every 
month (1878); that a fixed amount of silver bul- 
lion in weight should be bought by the United 
States treasury every month and paid for by an 
issue of legal tender silver certificates redeem- 
able in coin (1890); that the national law taxing 
state bank issues so that they cannot exist shall 
be repealed, and that the government shall en- 
ter upon the free and unlimited coinage of sil- 
ver These are the factors of error present in 
our monetary legislation, enacted or proposed, 
that have caused the credit of our government 
and of the people to gradually recede from the 
high standing attained when our disposition and 
ability to pay all obligations in gold coin was 
demoastrated (1879). These are the factors of 
error that have thrown the monetary affairs of 
this country into successive panics and have 
cost the people untold millions as the price of 
their departure from sound economic principles. 
This being true, any effort to restore prosperity 
must be based on a wide dissemination of sound 
economic and monetary intelligence. Such intel- 
ligence is not the exclusive possession of any 
class or set of men, It is the golden fruit of 
experience mined in the struggle for gains by 
every person who works with an honest purpose 
and intelligently observes the conditions which 
effect his own prosperity. It is possessed in its 
entirety by noone. It exists here and there 
like nuggets of gold, of no value unless discov- 
ered and utilized; of great value when properly 
freed fiom all dross and coined (published) for 
the use of the people. 

Sound monetary legislation may be enacted 
under stress of over-mastering circumstances 
that is not thoroughly understood nor cordially 
approved by the people. Such legislation is al- 
ways weakened by doubts as to its stability. 
This is illustrated by the fact that the Resump- 
tion act of 1875 was soon modified by suspend- 
ing the cancellation of redeemed United States 
legal tender notes, and by the attempted de- 
parture from a gold standard of values made 
by enacted and proposed laws pertaining to the 
purchase and coinage of silver. This fact is 
further illustrated by the attacks recently and 
now being made on our national banking sys- 
tem, but for the existence and soundness of 
which every bank in this country would have 
been closed during the recent panic and the peo- 
ple would have lost untold millions by the pres- 
ence of worthless state bank notes in their pock- 
ets; by the proposed attempt to open the way 
for insufficiently considered systems of state 
banks of issue and by the avowed purpose of 
those disappointed by the enactment of the sil- 
ver purchase repeal law, to at one commence a 
campaign to secure the election ot members of 
the next congress who will be committed to the 
policy of enacting a lawauthorizing the free and 
unlimited coinage of silver. 


So long as the laws establishing the national 
banking system; the law suspending silver pur- 
chase or the limiting of the monetary use of 
silver to the present holdings; and the law re- 
straining state banks of issue by a national tax, 
are subject to repeal by act of congress, and so 
long as a considerable number of people enter- 
tain monetary fallacies which cause them to 
desire such repeals, there will be an element of 
doubt as tothe stability of our currency and 
banking system which will be a continual cause 
of irritation and a source of weakness to the in- 
dustries of the nation. 

Upberne by underlying political forces in the 
struggle for national unity, the people were 
carried far beyond the limits set by themselves 
for themselves, by an unsupported decree giving 
freedom to slaves. Had not that gain for the 
freedom of labor been firmly anchored in the 
constitution, pride, self-interest and prejudice 
would have caused large numbers of misguided 
men to seek to overthrow or to nullify the free- 
dom of those to whom freedom was so reluct- 
antly conceded. Such a state of affairs would 
have destroyed ali possibility of prosperity in 
the south. Upborne by underlying monetary 
forces in that same struggle for national unity, 
the people were in the same manner carried far 
beyond their previous conceptions of currency 
and banking systems by acts substituting a 
sound system of nationai banks of issue for un- 
sound and widely differing state banking sys 
tems, and by acts requiring the final payment 
of all obligations in gold coin. thereby guaran 
teeing to American laborers a gold dollar’s 
worth of the products of the labor of others, in 
any market in the world, in payment of every 
dollar’s worth of labor performed by themselves. 
Had these monetary gains been similarly anch- 
ored in the constitution, as were the political 
results of the war, all factors of doubt as to 
their stability would have been forever silenced 
and our monetary system would to-day be with- 
outa peer among nations. Unfortunately, in 
this instance, as in all the past, political ques- 
tions absorbed the entire attention of the people, 
and such monetary acts as were carried into 
effect were regarded as temporary expedients, 
useful for the time, but subject to change at 
some convenient future. No attempt was then 
made, nor has there ever been an attempt 
made, to bring a correct knowledge of the re- 
quirements of a sound currency and banking 
system to the people. As a resultof this failure, 
large numbers of men, guided by sentiment, 
self-interest, prejudice, and a desire for political 
power, are seeking to overthrow the most com- 
mendable monetary measures, the value of 
which they are unable to understand and, in the 
administration of which they have reluctantly 
acquiesced, Every act of retrogression since 1873 
has been a compromise with the demands of the 
dishonest,of the misinformed,or of the uninform- 
ed. These successive back ward steps demonstrate 
the fact that no compromise with errorcan oe final 
orenduring. These successive backward steps 
have carried the monetary affairs of this country 
as far in the wrong direction as they can go 
without creating a disaster so far-reaching and 
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widespread that it may for atime destroy the 
credit of the government and of the people. 
These successive backward steps have brought 
our monetary affairs to a condition that will 
admit of no further compromise. The line be- 
tween soundand unsound systems of currency 
and banking must now be deliberately drawn, 
and the struggle for supremacy be carried to a 
finish. The enactment of the silver purchase 
repeal bill is the first decisive victory tor sound 
money since 1873. It has a double value; first, 
in what it will accomplish by virtue of its own 
merit, and secondly, because it gives notice to 
the world that a turning point has been reach- 
ed, and that from this day forward all changes 
in Our monetary system will be in the right 
direction, 

BE 


SOUND MONEY VICTORY CAN 


WON, 


HOW A DECISIVE 


A general review of monetary discussions, in 
and out of congress, during the present year 
(1893) can but satisfy any observant and 
thoughtful person that there is urgent need for 
honest, intelligent, well directed and well sus- 
tained work, before a popular vote can be de- 
pended upon properly and permanently to settle 
our monetary questions. These questions can- 
not be correctly settled until the ruling majority 
of the people understand the economic princi- 
ples involved and are ready to apply them for 
the promotion of the public welfare. Such a 
settlement must be the victory of honest, in- 
telligent and earnest public opinion. The 
development of such an opinion is the business 
of those who are engaged in developing and 
directing the industrial, commercial and finan- 
cial interests of the people. These questions 
underlie every interest and affect the prosperity 
of every person. The labor and business inter- 
ests must make it certain that industry and 
commerce shal) not be struck down again by 
unsound monetary measures proposed by poli- 
ticians to catch the votes of the unthinking, the 
corrupt and the uninformed, and that the spec- 
tacle shall not be again repeated of the entire 
industrial, commercial and financial welfare of 
the people held in disastrous suspense, week 
after week, and month after month, waiting the 
action of political wire pullers. 

The spectacle of Nero fiddling while Rome 
was burning is often quoted as illustrating the 
lowest level of official depravity. That con- 
flagration in Rome did not destroy property 
worih a majority fraction of the total loss caused 
for the people of this country by senators who 
allowed disasters and distress to continue while 
they filibustered. In view of this painful ex- 
perience and the disastrous compromises which 
politicians have successfully adopted, a new 
departure must be made, a way’ must be found 
by which a sound currency and banking system 
can be formulated by those whose business it 
is to deal practically with such subjects and 
then present it to the people for adoption. 

The mistake of 1873-1890 must not again be 
repeated. Those who favor sourd money are 


LAW JOURNAL. 


fully as responsible for these mistakes as are 
those charged with advocating monetary falla- 
cies. When the demand first came from the 
South and West for stillfurther issues of United 
States legal-tender notes, and this failing, for 
the suspension of the redemption and cancel- 
lation of such notes, it should have been treated 
as a signal of distress. Sound money advocates 
!rom every section of the country should have 
met this call by promptly examining the needs 
of the sections from which it emanated, and, 
after sufficient investigation, they should have 
proposed sound money measures which would 
have brought the desired relief. Had this been 
done, the monetary fallacies from which we are 
now suffering would be powerless for evil. In- 
stead of taking this course sound money men 
berated those asking for relief for their lack of 
monetary intelligence. They gloried in the re- 
sumption of specie payments, in the fact that the 
country was again doing business on a gold 
standard of values, declared our national bank- 
ing system to be the best banking system in the 
world and would listen to no proposals for its 
revision. They were satisfied. They wanted 
no change. But the demands for relief could 
not be successfully resisted. The position then 
taken by sound money men compelled those 
needing monetary relief to become first ‘‘green- 
backers” and then silver men, From that day 
until the proclamation of the president conven- 
ing the fifty-third congress in extraordinary 
session, and the publication of his message to 
congress when so convened, there has not been 
a single clear, uncompromising demand that 
retrogression in monetary legislation shall 
cease. 

The lesson that should have been taught to 
those crying out in distress for more currency 
in the years 1873 to 1893, must now be taught 
to the people of all sections of this country. It 
is thus: An intelligent use of the resources pos- 
sessed by any community, in strict accord with 
the requirements of a sound currency and bank- 
ing system, will supply all the currency that 
can be required tor effecting the legitimate ex- 
changes of industry and commerce. Let the 
people learn this lesson, let them be shown how 
this may be done, let them feel the new life of 
throbbing industry and enterprise inspired by 
an unstinted supply of an absolutely sound cur- 
rency ever ready to exchange the products of 
labor; let these things be done, and the delus- 
ions of the monetary fallacies now misdirecting 
their reason will disappear never to return, I 
wish to state this factclearly: There is nosound 
economic reason why there should not be in 
every village, town and county in this country 
one or more banks of issue, the notes of which 
shali always be good at par in gold values, and 
in sufficient supply promptly to effect all legiti- 
mate exchanges of the products of labor desired 
by the people, and this without the use of one 
dollar of, to them, foreign capital. The people 
must be taught that their prosperity is depend- 
ent upon the intelligent use of the resources and 
Opportunities that are their own, not upon the 
action of their government. They must be show 
that they can so use their own resources as to 
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secure allthe monetary relief for which they 
have ever asked, and more, Self help is the 
covntersign of economic freedom. When the 
people find from experience that by the unquali- 
fied adoption of sound money measures they 
induce the incoming of an area of solid prosper- 
ity, a decisive sound money victory will be 
won. 


HOW A SOUND CURRENCY AND 
MAY BE FORMULATED 
THE NEEDS OF EVERY 
EVERY SECTION 


BANKING SYSTEM 
THAT WILL SATISFY 
OCCUPATION AND OF 


The people of every occupation and of every 
section must first be consulted. They must be 
given their part of the work todo and the re- 
sponsibility of it must be placed upon their duly 
accredited representatives. In order to secure 
concerted action upon this vital question, by 
those who areidentified with the material inter- 
ests of the whole people, rather than by those 
identified with political policies, an organizing 
committee of able and wideiy-known business 
men should be at once appointed by this board, 
who, together with others to be appointed, 
shall constitute a committee on organization, 
with power to add to their number. This com- 
mittee shall invite every independent national, 
state and local organization, representing all 
branches of industry, commerce and finance, to 
elect one of its members to represent the body 
in a National Monetary Conference. The duties 
of the members of this conference to be: 

Ist. To select by means of a preference ballot 
seven non-partisan experts, to constitute a Na- 
tional Monetary Commission. To accomplish 
this result the committee on organization should 
request the accredited representatives of all or- 
ganizations co operating in the conference to 
name, by preference ballot, seven of the most 
capable persons known to them to act as mem- 
bers of a National Monetary Commission. When 
these ballots have been received, the committee 
on organization should tabulate them and re- 
port tothe members of the conference the twenty- 
one names receiving the highest number of bal- 
lots. Each representative will then select seven 
names, out of this list of twenty-one, as the 
choice of the organization. The seven persons 
receiving the highest number of preference 
votes on the second ballot to be named by the 
committee on organization as the members of 
the National Monetary Commission. 

2d. The committees on organization should re- 
quest each member of the conference to formu- 
late and forward to the commission, when or- 
ganized, a statement of the monetary needs of 
the members of the organization he represents, 
and of the changes he recommends to be made 
in the currency and banking system of the 
country, for the purpose of satisfying such 
needs. 

3d. The commission should turnish a copy of 
its report to each member of the conference. It 
will be the duty of each representative carefully 
to examine the same and lay it before the or- 
ganization he represents for its information and 


action. All objections made to the report, 
gether with suggestions showing the most prac 
tical way in which they may be overcome, wil! 
be forwarded to the commission by the repre- 
sentative. If the report of the commission 
is satisfactory toa majority of the body, the 
representative will report to that effect. 

4th. When the commission has made its final 
report and indicated the action necessary to be 
taken by congress and the legislatures of the 
several states to adopt the sound currency and 
banking system it has devised, the members of 
the conference should co-operate with the com- 
mittee on organization in such waysas that com- 
mittee may then indicate, to secure the legisla- 
tion desired. 

The duties of the commission will be: 

1. Totabulate the statement of needs and 
suggested remedies received from the members 
of the conference, by states, occupations and 
character. While this work is progressing, to 
employ expert investigators to examine the 
monetary history of all countries, for the pur- 
pose of writing out an exhibit from recorded 
experience, showing how others have sought to 
satisfy similar needs and the success or disas- 
ters that have attended their efforts. The ob- 
ject of this investigation should be to show the 
people the economic fallacies involved in sug- 
gested remedies, if such there be, and if pos- 
sible to show some sound methods of relief 
of which there is now no popular knowledge o1 
conception. 

2. After finishing its critical examination of 
the whole question, as presented by the report 
of needs and suggested remedies received from 
the members of the conference, and the reports 
of the experts employed to examine the records 
of experience, the commission should formulate 
a currency and banking system complete in 
every detail, which, in its opinion, will best 
serve the interests of the whole people, united 
in pursuit of the vocations of peace, without re- 
gard to existing legislation on the subject 
Such a work can be well doneonly by those who 
have the patience and courage to tormulate a 
system that will be the best they can devise, 
done as they would write if there were no obs- 
tacle in the way of its adoption as a whole, and 
as they would have it stand if its adoption were 
entirely within their own power. By so doing 
the commission will place before the people a 
model of excellence, the best that human wis- 
dom can create. 

3. This work being finished, the commission 
should report to the conference by supplying to 
each representative a copy of the tabulated re- 
ports of needs and suggested remedies made by 
members of the conference, and of the report o! 
the results of experience made by the expert in 
vestigators, together with acopy of the sound 
currency and banking system, formulated by it, 
as the result of its investigations and best judg- 
ment. 

4. After receiving and considering the objec- 
tions made by the members of the conference 
to its proposed system, the commission should 
make such changes as may appear to it best in 
the light of such criticisms, and then make a 
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final report recommending the system, as ulti- 
mately formulated, to the conference for its 
adoption, and through the action of the confer- 
ence, to congress and the legislature of the sev- 
eral states. 

The duties of the committee on organization 
are sufficiently indicated in the above outline, 
suggesting a method of procedure. As this 
whole work is an undertaking of supreme pub- 
lic importance, and deals in the most practical 
and vital manner with the questions that eftect 
the welfare of every citizen, the committee on 
organization should also be authorized to pre- 
pare a bill, if in its judgment such a course 
shall seem advisable, to be enacted by congress 
incorporating the persons selected as herein set 
forth, a national monetary commission for the 
purposes indicated, to proceed and report as 
provided, and appropriating an ample sum for 
the payment of the commissioners and the ex- 
penses of the work to be done by them, 

This method of procedure wiil eliminate all 
political antagonisms. It will develop the work 
quickly and carry it to a conclusion without un- 
necessary delay. Every move will be to the 
purpose; the people in every section of the 
country—those engaged in every vocation and 
every person having an opinion on the subject 
—will be consulted, and all recorded experience 
will be utilized. The time and expense required 
will be the least with which the desired result 
can be accomplished. 


It will make those employed in various occupa- 
tions acquainted with the monetary needs and 
opinions of others. It will divest the subject of 
all sentiment, traditions and prejudices, and 
permit it to stand on its own merits, uninflu- 
enced by any other consideration. It will en- 
able the ruling majority of honest-minded people 
to discover and to trace the mutuality of all 
needs and of all provisions for their satisfaction, 
‘*a touch of nature making all men kin,” and 
will cause each to serve another interest by 
showing that production is dependent for its 
profits upon prosperous consumers; that com- 
merce is dependent for its prosperity upon the 
welfare of all who produce, and of all who con- 
sume; that banking is safe and profitable only 
when it is the medium of exchange between ac- 
tive buyers and sellers, and brings in touch, 
under conditions conducive to mutual confidence 
and respect, prosperous depositors and respon- 
sible borrowers. 

It will do more than this; it will enable mem- 
bers of labor organizations, of industrial, agri- 
cultural, mining, manufacturing, commercial 
and financial organizetions of every kind to 
agree upon every detail of a sound American 
currency and banking system, to secure its en- 
actment into law, and then to proclaim that 
they will never again allow the industry and 
commerce of this country to be devastated by 


unsound monetary legislation. 
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THE PANIC OF 1893. II 


THE PANIC OF 1893. 


How the Financial Institutions Weathered the‘Storm. 


NO. 


A series of contributed articles, connected by editorial statement, comment and suggestion, de- 


signed to constitute a brief serial bistory of the panic of 1893 and the conduct of the banks 


during the season of pressure, and to embrace an investigation of the conditions preceding, 


and the causes of, the panic ; 


suggestions for the future. 


SILVER CAUSED THE PANIC. 





Causes and Effects discussed by Granville W. Garth, 
Cashier of the Mechanics’ National Bank, New 
York. 


Panic caused by excessive silver purchases 
Banks in good condition to withstand it— 
Causes and effects of present panic different 
from all preceding ones—Conduct of banks 
during the period of embarrassment— 
Praise for New York banks—Confidence 
restored upon repea! of silver bill—Reserve 
now at maximum ana prosperity to follow 





The direct cause of the panic uf 1893 
was the enormous purchase of silver 
bullion by the United States govern- 
ment under the provisions of the so- 
called Sherman ‘‘silver bill,’ which 
created distrust in the minds of foreign 
as well as home financiers and the peo 
ple in general, occasioned the hoarding 
of gold by capitalists, the realization on 
American securities by foreigners, who 
accepted payment for the same in gold 
only, creating the heavy exportation of 
seventy million dollars of that metal, a 
record without precedence in a fiscal 
year. 

This with other contributing causes 
engendered distrust in every branch of 
trade and commerce, resulted in the 
scarcity of a circulating medium which 
naturally brought about failures, not 
only ot banks, whose funds were ex- 
hausted by nervous depositors, but by 


a relation of events and occurrences during its progress ; and 


houses of long standing in almost every 
line of business—hence a panic was in- 
evitable. 

While the community in general had 
not recovered from the effects on trade 
and commerce, caused by the great 
Baring failure in 1890, the New York 
banks on the contrary, by their conser- 
vative management had worked them- 
selves into such good condition that 
they were as well prepared to withstand 
the effects of such a catastrophe, as they 
were ever before. In many minas they 
were considered in a better condition. 

The recent panic was entirely differ- 
ent in effect and was the result of alto- 
gether different causes from any of its 
predecessors. 

The most noteworthy of early times 
was in 1837, when the inflation in bank 
note circulation and reckless speculation 
resulted in a crash that shook the whole 
country. Banks in general suspended 
specie payments and did not resume for 
a year afterwards. 

In 1857, a sudden depreciation in 
values, chiefly speculative, caused by 
overtrading, resulted in a forced sus- 
pension of specie payments, which, 
however, was not of long standing, and 
the effects of that panic were of short 
duration. 
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Specie payments were again suspended 
in 1860, and the associated banks in the 
‘city of New York then formed their loan 
committee on behalf of the government; 
large amounts of money, on several oc- 
‘casions were advanced to the secretary 
of the treasury. 

Not again until 1869, on September 
24th, remembered as ‘‘Black Friday,”’ 
was the whole country violently shaken. 
Then the New York Stock Exchange 
was compelled to suspend business in 
order that its members could ascertain 
and adjust their losses. While the effect 
of that panic was general and far reach- 
ing it was confined to a great extent to 
the speculative element, and the banks 
were not seriously disturbed. 

Altogether unlike its predecessors was 
the panic of 1873, which occasioned the 
temporary suspension of the majority of 
banking houses—national and private— 
of Rocky Mountains. Such 
suspension being general, was in many 


east the 
cases for the protection of neighboring 
institutions, 

Clearing- house certificates issued by 
the associated banks in the city of New 
York was the solution of that difficulty. 
These certificates, based upon the pool- 
ing of the securities of the banks, into 
the hands of a loan committee selected 
by the president of the clearing-house 
association, were again the means of re- 
lief in the embarrassed periods of 1884 
and 1890, as well as in the remarkable 
and unparalleled experience just passed. 

The chief difficu ty 
collecting loans arose from the lock up 


encountered in 
of current funds, the scarcity of gold 
coin and the sudden and marked depre- 
ciation in value of every class of security. 
Extension of time, for self preservation, 
in cases where it was never before re- 
quested, had to be granted, and this 
was added to the 


numerous’ other 
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troubles facing the New York banks. 
Out of town correspondents urgently 
soliciting aid, received such assistance 
as and 
while home depositors were cared for 


prudence safety warranted; 
with such diligence and liberality as was 
possible under the circumstances. 

In many cases this protection was the 
sole means of averting disaster to firms 
of such standing as would have evolved 
in their downfall widespread suffering, 
and possibly ultimate ruin to numbers 
of their clientele. 

The action of the savings banks— 
those guardians of the working classes— 
Was necessary and praiseworthy in the 
extreme, in their requirement of sixty 
days’ notice for the withdrawal of depo- 
sits; intact the large 
amount of funds so requisite for the 


thus keeping 


transaction of business in such branches 
not covered by the national and state 
banks; also, giving the depositor time 
to reflect before recklessly sacrificing 
his accumulated interest and the pos- 
sible injudicious investment, or utter 


waste of his savings. 


The New York banks have justly re- 


ceived praise from all thinking and un- 
prejudiced minds for the wise and un- 
selfish manner in which they extended 
aid. 

With the repeal of the silver bill it is 
that 
Capital is slowly finding its 


evicent confidence is being re- 
stured. 
way into business channels. The reserve 
fund of the banks has reached its maxi- 
mum point, having been larger than 
With the restoration 


of confidence will come an 


ever before known, 
increase of 
trade, and with an expansion of trade 
prosperity will follow. 

No panic so far reaching and wide- 
spread as the last one can be recovered 
from suddenly. Cautiousness will per- 
vade all departments of life for a period ; 
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but gradually action and 


courage will return; 


energy of 
tempered, how- 
ever, with conservatism, and the wheels 
of commerce will revolve even more 
prosperously than before, and it may be 
expected that the great panic of 1893 
will prove an object lesson to the bene- 
fit of the financial, mercantile and man- 


ufacturing interests of this great nation. 


SILVER REPEAL SHOULD BE FOL- 
LOWED BY TARIFF SETTLEMENT. 


An Interesting Statement of the Situation, Past 
and Present, by Charles F. James, Vice-Pres. 
of the Franklin National Bank, New York. 


Direct and remote causes of panic stated—New 
York banks were unquestionably in a position 
to withstand even extraordinary demands— 
Pressure met by issue of loan certificates—— 
Country banks handsomely taken care of— 
Two extraordinary coincidences—Repeal fol- 
lowed by enormous increase in reserve—-Ex- 
isting business stagnation likely to continue 
until tariff problem determined. 


The causes of the bankers’ or money 
panic, as the financial distress of last 
summer is now called tor want of a bet- 
direct and indi- 
When the 
house of Baring Brothers in London 


were both 
rect, immediate and remote. 


ter name, 


failed, the first report caused intense 
excitement in banking circles in this 
panicky feeling. A 
group of bankers were gathered around 


city, and almost 
the ticker in a banking house, discuss- 
ing this portentous news, when one of 
them picking up the tape, said: ‘-Oh, it 
is all right; there will be to panic. A 
cable dispatch has just been received 
announcing that the Bank of England 
will guarantee the Barings’ obligations.” 
And it was with much gratification that 
these bankers, as well a$ every other 


banker in the city, read this report. But 
there was one financier in that company 
who did not seem to share the encour- 
agement and hope which this dispatch 
furnished, and when he was asked why 
he still seemed so gloomy, he replied: 
‘*Gentlemen, there may be no immedi- 
ate panic in London, but you cannot 
have such a shock to credit as the fail- 
ure of this house will occasion without 
having the effects of it felt all over the 
world, and you may be sure that we 


shall feel the effects in this country 


sooner or later ” 

The shock to credit occasioned by 
that failure unquestionably led to such 
conditions in this country, as made it 
the more easy for the immediate causes 
of the panic of last year to operate. 
Credit was shaken; confidence had not 
been entirely restored. We saw that in 
the collapse of industrial enterprises last 
winter, and in that exciting though 
brief flurry in Wall Street, which took 
place on the Monday before Christmas 
of last year. That, then, was the indi- 
rect and remote cause of conditions 
which, being mightily stimulated by di- 
rect agencies, produced the unique and 
unprecedented financial disturbance of 
the summer. 

The first of those direct agencies was 
the appearance of the secretary of the 
treasury under President Harrison’s ad- 
ministration in New York less than three 
weeks before that administration was 
to give way to that of Mr. Cleveland. 
Following Mr. Foster’s appearance in 
New York and several consultations with 
bankers, there came a proposition from 
certain bankers to furnish the treasury 
department with gold, the understand- 
ing being that Mr. Foster would imme- 
diately cause gold bonds to be issued. 
There has always been dispute as to 
whether secretary Foster did make such 
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statements as justified the opinion that 
he would immediately issue bonds, He 
has denied it. Some of those who talked 
with him have affirmed it, and a mem- 
ber of Mr. Harrison’s administration has 
said that but for the President’s refusal 
to issue the bonds, at least $25,000,000 
of them would have been marketed be- 
fore the close of his administration. 
Whatever the truth be, the fact re- 
that the publication 
purpose caused very great apprehension 
for it was felt that if under the silver 
policy of the government the gold re- 
serves had got to so low a point that it 
was necessary to issue bonds to protect 


mains of this 


them, then it was time for prudent finan- 
ciers and especially for barkers, to be 
most prudent, watchful and conserva- 
live. 

Within a few wecks after Mr. Cleve- 
land's administration was begun, there 
came an intimation that the condition of 
the treasury was so embarrassing to the 
secretary, Mr. Carlisle, that he might 
be compelled to pay his treasury notes 
in silver. There has always been mis- 
understanding respecting the manner in 
which this intimation became public. 
Secretary Carlisle has denied ever hav- 
ing said or written anything which jus- 
tified such Subordinates of 
his have claimed that they did receive 
from him such intimation. But, what- 
the fact remains that 


community believe that 


inference. 


ever the truth, 


the banking 


Mr. Carlisle was contemplating such 


and with that belief the actual 
panic began. That and the action of 
secretary Foster were the direct and im- 
mediate causes of the panic, and the 
remedy which bankers, with but few ex 
ceptions, believed to be the only one 
which would restore normal conditions, 
was the early repeal of the silver pur- 
chasing clause of the Sherman law, 


act, 
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Up to that time the banks were un- 
questionably in a position to withstand 
even extraordinary demands. Only a 
few weeks before, some of them had 
been ready to furnish the treasury with 
much needed gold. But the sudden 
shock caused by this well-founded or ill- 
founded intimation that the treasury 
department might be forced to a silver 
basis caused such anxious conditions 
throughout the country as were instant- 
ly made apparent in the banking houses. 
Depositors and 


hoard; deposits fell off in alarming pro- 


to withdraw 


began 
portion; the reserve was rapidly re- 
duced, and if the banks had had a too 
great proportion of their funds tied up 
in investments not immediately realiz- 
able upon, they would have been in 
much poorer condition for that com- 
mon agreement which enabled them at 
last to weather the storm, to build up a 
barrier against the assaults of the panic 
stricken community, and to maintain it 
until congress had legislated the evil out 
of existence. 

With deposits rapidly falling off, with 
evidences of an extensive hoarding of 
money all over the country, and with 
the more critical, although perhaps not 
sO apparent, conditionsto be found in 
the need of great business houses and 
great corporations for funds to enable 
them to maintain their business,—de- 
mands which the New York banks felt 
must be met, else there would be crashes 
in the business world which would com- 
plete demoralization so that it would be 
utter,—the associated banks of New 
York met and decided to apply that 
great resource which had served it so 
well in other times. The aggregate 
wealth of the New York banks amount- 
ing to several hundred million dollars, 
was mutually pledged to protect the 


community%and the institutions, The 
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banks agreed to accept the certificates 
or debentures issued by a committee of 
the Clearing House Association, and 
based upon the resources of each bank 
asking for these certificates with a 
proper proportion of margin and a wise 
estimate of the value of the securities. 
This was a money not known to law, 
not passing into circulation, never seen 
in the hands of the public, but it was 
sufficient, for it enabled the banks to 
liquidate their obligations and therefore 
to stand firn.. 

On one occasion at least 


issuing of these certificates prevented 


the swift 


an actual crash in Wall Street, and it re- 
quired about forty millions of them before 
financiers began to notice the turn of 
the tide. Behind these forty millions 
was property worth six or eight times 
as much, if any property in the United 
States was worth anything. That prop- 
erty, failing, the country was actually 
and sadly bankrupt. 

The issuing of these certificates en- 
abled the New York banks very hand- 
somely to take care of the demands 
made from the cities all over the United 
States. The pleadings of smal) banking 
New York 
sometimes pitiable, and where it was 
that 
really solvent, but only distressed by 


houses for aid from were 


demonstrated these banks were 
prevailing conditions, the appeals were 
That could have 


been done but forthe action of the as 


responded to. not 
sociated banks of New York, and there 
must have been wholesale suspensions 
throughout the country but for the fact 
that the New York banks were ca'rying 
not only their own burdens, their own 
customers, but for the most part the 
burdens of the national banks through- 
out the United States. 

How accurate the judgment of lead- 
bankers was the evil 


ing respecting 


which was impairing our financial credit, 
can best be illustrated by mentioning 
two extraordinary coincidences. With 
the repeal of the silver-purchasing clause 
of the Sherman law by the House of 
Representatives, or more accurately 
with the certainty that that clause would 
be repealed, the demand for these clear- 
ing house certificates ceased and liqui- 
dation of them began. 

With the repeal by the Senate of that 
law, liquidation practically ceased, for 
there were no more certificates to pay, 
and at the moment when the repeal bill 
was placed in the hands of the president 
for his signature, the clearing- house 
committee was engaged in liquidating 
the last of the certificates and returning 
to the bank which had possessed them 
the stocks aad bonds by which they 
were secured. 

Immediately after repeal the reaction 
came and came swiftly. Hoarded money 
came out, deposits returned to their 
normal conditions, and the reserves vapid- 
ly increased until they reached an enor- 
mous and really unhealthy figure, 
But that condition involved something 
entirely different from those influences 
which caused the money panic of last 
That had been ended. There 
Instead of bor- 


summer. 
was plenty of money. 
rowers beseeching loans, lenders were 


going here and there for a market for 
their funds, although there was no dis- 
position to loan excepting upon ‘‘ call”, 
and most approved collateral. 

That argued business stagnation and 


general conditions of trade involving 


entirely different considerations than 
those which are suggested by a study of 
the bankers’ panic. The common opin- 
ion is, and it is a non-partisan one, that 
these business conditions cannot be 
overcome and prosperity looked for un- 


til business men know what the tariff 
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is to be and when it is to go into effect. 
The banks and the general financial con- 
dition give promise that as soon as the 
tariff problem is determined we shall be 
able to enter upon another career of 
business prosperity, for it is believed 
that whatever the tariff may ultimately 
prove to be, the country is tow great 
and in too healthy a condition not to be 
able to adjust itself sooner or later to it. 


vetle. 


PANICS NOT ORICINATED BY FACT; 
BUT SENTIMENT. 


Some reflections on the recent financial disturbance 
by Mr. J. S. Case, Cashier Second National Bank 
New York. 


Baring failure impaired confidence—Agitation 
of silver question in America intensified 
distrust—No facts to reasonably create 
panic, but agitation, without basis of fact, 
sufficient—One weakness of bank system 
disclosed. 


Some one has said that ‘‘Finance is 
the science of expedients.’’ As a science 
it has no better basis than human con- 
fidence. Human confidence is a very 
When the mental 
processes out of which it is evolved are 
disturbed, the science trembles ona very 
shaky foundation. The shock of the 
failure of Baring Bros. 1n 1890,impaired 
human confidence in the infallibility of 
human judgment. That great house 
was thought to be infallible. 
turies of successful 


unstable quantity. 


Two cen- 
management had 
produced such a mental serenity in the 
community that the sudden collapse was 
startling in the extreme. People argued 
mentally and verbally that if such a fin 
ancial concern can become so rotten— 
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how many more must be rottener, Every 
new failure and every agitation of a 
financial question lent its aid in increas- 
ing the gathering storm. 

In America the agitation of the silver 
question, the frantic appeals of cham- 
bers of commerce and boards of trade, 
the political, financial discussions, all 
intensified the mental disturbances, and 
they alone were sufficient to cause a 
panic. There is no question but what 
the agitation was sufficient without any 
basis of facts to support it to drive many 
minds into a frenzy of which self-pro- 
tection was the burning impulse. 

Had the London chamber of com- 
merce and the boards of trade through- 
out England united in appeals to Par- 
liament to stop the Bank of England 
paying out its gold, there would have 
arisen in London such a panic as the 
English people had never before seen, 
and that not because of the departure 
of gold, but purely from the agitation 
—the calamity—cry! 
facts 


There were no 
to reasonably create a _ panic. 
Panics are not originated by facts— 
they come from the sentimental im- 
pulses of animal brains. The food of 
thought is sensations. 

The panic of 1893 was the culmina- 
tion of the disturbance originated by the 
Baring failure, and though it struck the 
New World last, yet its force had not 
been spent—the impact of the blow 
shattered wherever it struck. The banks 
of New York by superior generalship 
were enabled to withstand the bolt. 

it mattered little as to whether the 
‘‘banks were tied up in enterprises not 
immediately realizable upon.” The 
nature of banking is such that their in- 
vestments cannot be realized upon ‘at 
once anyway, and the demands made 
upon them required immediate realiza- 


tions. It would be possible at any time 
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to force any bank into bankruptcy if the 
demands made upon it were persistently 
continuous. It every depositor demands 
his money at once of every bank in the 
land, it is simply impossible for the 
banks to respond. The persistence of 
the demands for cash necessitated the 
refusal to make renewals, but that re- 
fusal was a natural outcome of the un- 
reasonable demands and a part of them. 
One weakness of the bank system was 
disclosed during the panic that might 
be remedied—that was the practice of 
inducing the lodgment of money, be- 
longing to other banks outside of the 
money centers, by paying interest on 
daily balances subject to demand. 
Money that should be kept on reserve 
by the out of town banks was artificially 
drawn to the centers and being in use 
could not be returned quickly enough 
to those who demanded it. Money 
should never be borrowed and put to use 
when liable to be called in on demand. 
There should be some time limit agreed 
upon on all such moneys. Loans should 
never exceed the deposits. Capital and 
surplus should be kept in cash for the 
purpose of meeting unusual conditions, 


UNWISE CURRENCY LECISLATION 
RESPONSIBLE. 


Hon, A. B. Hepburn, ex-comptroller of the 
currency, president of the [hird National 
Bank, New York, briefly discusses the 
panic, and the artificial cause to which it 
was attributable. 


Commerce and trade become period- 
ically congested by overproduction, un- 
wise investment and extravagant specu- 
lation. Panics seem to be the violent 
remedy which brings back a normal con- 
dition, enables consumption to overtake 


production, and teaches the public to 
discriminate between real and fictitious 
valuations. 

The initial cause of our panic was dis- 
trust of our currency, distrust of its 
commercial or gold value. Foreigners 
not only withheld further investments, 
but withdrew funds already invested, 
lest the free coinage of silver at a ratio 
of 16 tor (or the continuance of silver 
purchases under the Sherman law, 
equally dangerous to sound finance) 
would compel them to accept pay for 
their investments in a depreciated cur- 
rency. 

Anything that should send gold to a 
premium would tend to force it out of 
circulation, and the withdrawal of $600, - 
000,000 of gold from our volume of cur- 
rency would produce a contraction most 
disastrous in its results. Credit gener- 
ally became alarmed, and was followed 
by large exportations of gold abroad, 
and the hoarding of gold athome. The 
currency famine thus inaugurated, in- 
tensified by business necessities, sent all 
forms of money to a premium and taxed 
the resources of every locality to find 
means for the transaction of its current 
business. 

Our panic was largely a reflex of un- 
satisfactory conditions abroad, and was 
intensified by that unallayed distrust 
which had its origin in the Barings’ fail- 
ure, which marked the culmination of 
South American and African specula- 
tion. Conditions in the United States 
generally were favorable to a period of 
unusual prosperity, and but for purely 
artificial embarrassments, namely, un- 
wise currency legislation, the United 
States would probably have escaped 
with but the lesser effects of the disturb- 
ed conditions reflected from abroad. 
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CURRENT LEGAL DECISIONS. 


puis department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


herein, will be furnished on application. 


The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. 


Further information regarding any case published 


RAISED BANKER’S DRAFT. 


DRAFT CARELESSLY EXECUTED BY CASHIER AND FRAUDULENTLY RAISED, HELD A FORG- 


ERY, AND ISSUING BANK NOT LIABLE THEREON TO PURCHASER. 


CONFLICT OF DECISION UPON QUESTION SHOWN BY CIRCUIT JUDGE SANBORN, 


Exchange Nat. Bank of Spokane v. Bank of Little Rock, U. S. Circuit Court of Ap- 


peals, Eighth Circuit, 


1. A bank clerk, whose duty it was to prepare ex- 
change for the cashier's signature, so drew a draft 
for $25 to his own order that the amount could be 
readily altered, and, after procuring the cashier’s sig- 
nature by pretending that he wished to make a re- 
mittance of that amount, altered the draft, so that it 
presented the appearance of a genuine draft for $2,500, 
and thereafter indorsed it, and procured it to be dis 
counted. /e/d, that the forgery by the clerk, and not 
the negligence of the bank, was the proximate cause 
of the loss, and the bank was not liable therefor. 

2. The bank was not liable on the ground that the 
forger was its confidential employe, because in this 
transaction he acted asa purchaser, and not as an 
empl»ye, and because the purchase of the draft was 
complete, and he was the owner of it when the forg- 
ery was committed. 


In error to the circuit court of the 
United States for the eastern district of 
Arkansas. 

At law. Action by the Exchange Nat. 
Bank otf Spokane, Wash., against the 
Bank of Little Rock, Ark,, to recover the 
amount of a draft raised after 
by defendant. 
ant 


its issue 
Judgment for defend. 
Plaintiff brings error. 


Statement by Sanborn, Circuit Judge: 


The Exchange National Bank of Spokane, 
Wash., plaintiff in error, brings this writ of 
error to reverse a judgment of dismissal of an 
action brought by it against the Bank of Little 
Rock, Ark., the defendant in error, to recover 


Affirmed,’ 


October 16, 1893. 


the amount of a draft for $2,500 which had 
been raised from $25 after the defendant issued 
it, and before the plaintiff bought it. One D. 
C. Jordan, an employe of the defendant, whose 
business it was to prepare the exchange for the 
cashier to sign, drew a draft of the defendant 
on a New York bank, payable to his own order, 
for $25, for the cashier to sign, under the pre- 
tense that he wished to make a remittance to 
his brother. Heso wrote the words ‘‘twenty- 
five” that there was room in the blank just after 
it to insert the word ‘‘hundred.’”’ He so punch- 
ed the figures ‘‘$25” that there was room just 
after them to insert with the punch two ciphers 
and a star in the usual manner, and he so wrote 
the figures ‘‘$25"" that there was room immedi- 
ately after them toinsert twociphers. In this 
condition he presented the draft to the cashier, 
who examined it, saw the way in which it was 
written and punched, and then signed it, and 
delivered itto Jordan. The latter then made 
the insertions of the words and figures he had 
left room for, and the paper became a fair draft 
for $2,500, without any erasure, interlineation, 
or other mark to excite suspicion of the alter- 
ation This is a copy of the altered draft: 


(Punched.) 
2500 t BANK OF LITTE ROCK, $2,500.00. 
LirTLE Rock, ARK,, Mar. 8, 1890. 
Duplicate Unpaid. 
Pay to the order of D, C. JorDAN, 
Twenty-five Hundred 
Original. 
To CHEMICAL NATIONAL BANK, 
New York City. 


C. T. WALKER, 


Cashier, 
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After making the alterations, he indorsed 
this draft to a fictitious person, indorsed the 
name of the fictitious person upon it, and deliv- 
ered it toa third person, who was identified at 
the bank of the plaintiff, and at whose request 
the plaintiff discounted the draftin good faith, 
for value, and without notice or suspicion of 
any alteration in it. The court below held that 
the draft was a forgery, and imposed no liabil- 
ity on the defendant, and this is the supposed 
error complained of. 


S. R. Cockrill and George H. Sand- 
ers, for plaintiff in error. 

Dan. W. Jones and W. S. McCain, for 
defendant in error, 


Before Sanporn, Circuit Judge, and 
THAYER, District Judge. 

SANBORN, Circuit judge, after stating 
the facts as above, delivered the opinion 
of the court. 

There is a decided conflict of author- 
the 
maker of commercial paper or the inno- 


ities over the question whether 
cent purchaser of it should bear the loss 
resulting from a fraudulent and unau- 
thorized alteration in its terms’ or 
amount after its issuance and before its 
purchase, where the drawer or maker 
writes it so carelessly that the alter- 
ation may bemade without exciting any 
suspicion of the forgery. 

It is said that the 


fer the 


drawer should suf- 
loss, because his carelessness 
invites the forgery, on the principle that 


where one of two innocent parties must 


suffer from the fault of a third he shall 
sustain the loss who put it in the power 
of a third too. casion it, It is said that 
he should bear the loss, because when 
he issues the payer he represents to the 
commercial world that the draft or note 
is genuine, and because confidence in 
negotiable paper will be lessened if 
makers are allowed to repudiate alter- 
ations which they have invited. These 
are but some of the reasons assigned 
for charging the maker of the paper 


with the loss. They are good reasons 


for holding the maker of negotiable 
paper liable for any loss of which his 
carelessness is the proximate cause, If 
he carelessly intrusts checks or notes 
having blanks therein that were evi- 
dently intended to be filled, to a third 
party, who subsequently fills up and sells 
them, or if he intrusts to a confidential 
clerk the duty of filling the blanks in 
notes or drafts he has assigned or in- 
dorsed, and the clerk inserts excessive 
amounts, he cannot defend against such 
paper in the hands of an innocent pur- 
chaser, the 

above fairly apply. 


and reasons referred to 


In such cases the 
loss is the natural and probable conse- 
quence of his own negligence, a loss 
that he might have and ought to have 
foreseen, aloss the risk of which he fair- 
ly assumes by his own acts. But when 


the drawer has issued a draft or note 
complete in itself, but in such a form as 
to be easily altered without attracting 
attention, and it is afterwards fraud- 
ulently raised by a third person, without 
his knowledge or authority, and then 
bought by an innocent purchaser, it is 
not his negligence, but the crime of the 
forger, that is the proximate cause of 
the 


loss. Forgery and consequent loss 


cannot be said to be the natural or 
probable consequence of issuing a draft 
inartificially drawn. 


is that 


The presumption 


dealers in commercial paper 
are honest men, and not forgers, an1 
that such paper will not be changed. It 
will not do to say that every one whose 
negligence invites another to commit a 
crime is liable to a third party for the 
loss the latter sustains thereby. One 
who, by carelessly leaving a pile of 
shavings near his house, invites another 
that re- 


sults in the burning of his neighbor's 


to commit the crime of arson 


buildings, is not liable to his neighbor 


for that loss. The farmer who negli- 
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gently turns his horse into the highway, 
and thereby invites a thief to steal it, 
does not thereby lose title to his horse 
when an innocent purchaser has bought 
him of the thief. Nor is there, in our 
opinion, any sound reason why the lia- 
bility of the maker of a promissory note 
or bill of exchange, complete in itself 
when issued, but subsequently fraud- 
ulently raised without his knowledge 
should be 
with 
has committed 


or authority, 
by the facility 


measured 
third 
the crime: of 
forgery upon it, or why he should be 
held liable for the loss resulting from 
such a forgery. 


which a 
person 


The altered contract 
is not his contract. His representation 
was not that the forged contract was 
his, but that the original contract was 
his, and the rule caveat emptor makes 
it the duty of the purchaser when he 
buys it, and not of the mvker, to then 
To cite 
to distinguish the 


see that it is genuine, and 


attempt decisions 
upon this question would be a work of 
The authorities have 


all been carefully reviewed, and 


supererogation, 
the 
to which we have arrived 
has been reached in Holmes v. Trumper, 
22 Mich. 427, by Mr. Justice Chris- 
tiancy, with whom chief justice Camp- 


conclusion 


bell and justices Graves and Cooley 
concurred: in Bank v. Stowell, 123 Mass. 


196, by chief justice Gray, without 
dissent from any member of the su- 
preme judicial court of Massachusetts; 
in Burrows v. Kilunk, 70 Md. 451. 17 
Atl. Rep. 378; in Bank v. Clark, 51 


Iowa, 264, 1 N. W. Rep. 491; in For- 
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dyce v. Kosminski, 49 Ark. 40, 3 S. W 
Rep. 892; and in Goodman v. Eastman, 
4 N. H. 455; while the decisions in Sim- 
mons Vv. Atkinson & Lampton Co., 69 Miss. 
862, 12 South. Rep. 263; Charlton v. 
Reed, 61 Iowa, 166, 16 N. W. Rep. 64; 
and Angle v. Jnsurance Co., 92 U. S. 330, 
340,—are to the same effect. This ques- 
tion has been much discussed, and the 
differ, but we think the 
reasons, the most forcible and 


authorities 
better 
convincing opinions, and the marked 
trend of the later decisions support the 
view of the court below. 

But it is said 
ception to the decisions and the reason- 


that this case is an ex- 


ing to which we have referred because 
this draft was raised by the confidential 
The 
answer is that this was a transaction be- 


clerk and employe of the bank. 


tween the bank on one side and Jordan, 
the clerk, as a purchaser of the draft, 
onthe other. Whatever may have been 
their relations in other matters, in this 
they dealt at arm’s length as vendor 


and purchaser, Moreover, it was not 


until after the draft had become a per- 
fect instrument, had been signed by the 
cashier, and completely delivered to the 
purchaser, that it was raised. Certainly 
Jordan was not then acting for the bank, 
The 


bank did not employ or confide in him 


or in his capacity as its clerk. 


to remit or dispose of this draft after 
He 


acting in his own behalf, and _ using his 


he had purchased it. was then 
own property. 

The judgment below is affirmed, with 
costs. 
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TRANSFER OF DEPOSIT BY NATIONAL BANK IN CONTEMPLATION 
OF INSOLVENCY. 


STATUTE AGAINST, DOES NOT PREVENT RETENTION OF 


OF INSOLVENT BANK 


PLEDGED AS SECURITY FOR LOANS 


WITH A CORRESPONDENT, 


BALANCE STANDING TO CREDIT 


WHICH HAS BEEN PREVIOUSLY 


Bell v. Hanover Nat. Bank, U.S. Circuit Court, S. D. New York, September 30, 
1893. 


Atlaw. Action by Ortha C. Bell, as 
receiver of the First National Bank 
of Red Cloud, Neb., against the 
Hanover National Bank, of New York 
city, to recover the amount of a deposit 
by the insolvent bank with the defend- 
ant. 

Lacompse, Circuit Judge. Retention of 
balance not a violation of statute against 


preferential transfers. The retaining of 


the balance standing to the credit of the 
Bank of Red Cloud on the day of its 
failure was nota transfer of deposit, 
within the meaning of section 5242, Rev. 
St. U. S., which apparently contem- 
plates a transfer by the insolvent bank. 


Bank v. Colby, 21 Wall. 613. The depo- 
sit had been pledged (assuming the con- 
tract of February 1, 1890, to be valid) 
long prior to the commission of the act 
of insolvency, as collateral to secure the 
payment of the loans made to the Bank 
of Red Cloud by defendant. Neither 
the subsequent insolvency of the bank, 
nor the appointment of the receiver, de- 
stroyed the lien of defendant, nor its 
right to dispose of the pledge to satisfy 
the debt thus secured. Scott v. Arm- 
strong,146 U.S. 510, 13 Sup. Ct. Rep. 148. 

President's authority to pledge deposits as 
security for loans, The agreement by 
whi-h deposits with the defendant were 
pledged as collateral security for the 


discounted notes does not appear upon 
its face to be the contract of the Bank of 
Red Cloud, but the evidence is suffi 
cient to show that such an agreement 
was made between the defendant bank 
and Shirey, the president of the Red 
Cloud Bank, professing to act on its be- 
half. It is true that no express author- 
ity from the board of directors to make 
such an agreement is shown, but the 
contract is not an unusual one, and au- 
thority to make it may be established 
by proof of the course of business, by 
the usages and practice which the direc- 
tors may have permitted to grow up in 
the business of the bank, and by the 
knowledge which the board of directors 
must be presumed to have had of the 
acts and doings of its subordinates in 
and about the affairs of the curporation. 
Mahoney Min. Co. v. Anglo-Californian 
Bank, 104 U. S. 194. The evidence in 
this case abundantly shows that the 
board left it to the president, as their 
agent and the bank’s, to negotiate loans, 
and make such contracts as to repay- 
ment and security as are lawful and 
usual,—sufficiently so, at least, to bind 
the bank in such transactions with third 
persons, when the bank has received the 
benefit of such contract, without objec- 
tions, for more than a year. Martin v. 
Webb, 110 U. S. 7. 
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Set off. Whatever set-off or counter- 
claim may arise from the transactions 
between the two banks is equitable, and 
this court would have no right to grant 
it in an action at law, such as this is. 
Scott v. Armstrong, 146 U S. 512. But, 
independently of any set-off, the partic- 


COMMERCIAL 


ular deposit sued for is pledged for a 
specific purpose. It is only such balance 
of it as might be left after the lien upon 
it is satisfied thateither the Bank of Red 
Cloud or the receiver is entitled to; and 
that, as the evidence shows, is nothing. 
Verdict directed for defendant. 


PAPER AS COLLATERAL SECURITY. 


RIGHTS AND DUTIES OF PLEDGEE IN DISPOSITION OF PLEDGE, AND REGULATION THEREOF 
BY AGREEMENT 


Hunter v. Hamilton, Supreme Court of Kansas, November 11, 1893. 


The remedy of the pledgee, and the disposition to 
be made of a pledge of commercial paper upon de- 
fault or other contingency, may be regulated by the 
agreement of the parties, where such agreement is 
not fraudulent, or against statute or public policy. 

(Syllabus by the Court.) 


Action by Robert Hunter against A. 
P. Hamilton. 
defendant, and plaintiff brings error. 
Affirmed. 


There was judgment for 


Jounsron, J. Robert Hunter brought 
this action against A. P. Hamilton to 
recover damages for the alleged wrong 
ful sale and disposition of a pledge. 
The pledge was a promissory note for 
$250, executed by James H. White in 
favor of D. S. Kennett, who turned it 
over to Hamilton as collateral security 
for the payment of an indebtness of $52, 
which Kennett owed Hamilton. Ken- 
nett sold the note to the plaintiff, Hun- 
ter, subject to the claim of Hamilton 
for $52, the payment of which Hunter 


assumed. White failed to pay the note 


when it became due, but no steps were 
taken by Hamilton to enforce its collec- 
tion. Hamilton afterwards sold the 
note for the amount of the debt which 
it was given to secure. 
that when the note 


Hunter claims 
became due he 
urged Hamilton to enforce the collec- 
tion against White, by suit if necessary, 
but he refused, and subsequently sold 
it without authority or the taking of 
any legal steps for its collection. The 
claim of Hamilton was that White, the 
maker of the col ateral note, was insolv- 
ent; that Hunter 
quested to pay the Kennett note, which 


was repeatedly re- 
he had assumed, and totake up the col- 
lateral note, but he declined, saying he 
would not invest any more money in 
White's paper, and that Hamilton might 
sell it to any one who would pay the 
amount of the Kennett debt. He claims 
that in pursuance of this authority he 
sold it for that sum, and at once inform- 
ed Hunter of what he had done, who 
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responded that the sale was satisfactory 
to him, but that afterwards Hunter ten- 
dered the amount of the debt secured, 
and demanded the collateral note. The 
claim of Hamilton was sanctioned by 
the jury upon sufficient testimony, and 
hence we are relieved from any further 
If there 
was a wrongful disposition or conver 


concern as to the findings. 


sion of the note, Hunter was entitled to 
the difference between the value of the 
note and the debt for which it stood as 
a pledge. He that Hamilton 
could not sell the pledge, with or with- 
out authority from him, and that the 
only legal course was to collect the note, 
apply sufficient of the proceeds to the 


insists 


debt due, and to pay over any residue 
tohim. This position is not tenable. 
The disposition to be made of a pledge 
in case of default or in any other con- 
tingency the 
parties, providing 
such agreement be not fraudulent, is 
not in 


may be controlled by 


agreement of the 


contravention of statute, nor 


against public policy. In the absence 
of an agreement as to the remedy to be 
pursued, a pledgee may ordinarily upon 
default sell any chattel deposited with 
him as a pledge; but a different rule 
has been held in some courts in respect 
to a pledge of commercial paper as col- 
lateral security for the payment of a 
debt. 


it is held that without express authority 


By some of the authorities cited 


the pledgee cannot sell the paper, but 
that it is his duty to collect it when it 
falis due, apply enough of the proceeds 
to pay his debt, and then return what 
Trust Co. v. 
Rigdon, 93 Ul. 458; Zimplemanv. Veeder, 
98 Ill. 613; Fletcher v. Dickinson, 7 
Allen, 23; Roberts v. Thompson, 14 Ohio 
St. 1; Daniel, Neg. Inst. § 833 


remains to the pledgeor. 


Upon 
this question there is a diversity of 


opinion, some of the authorities holding 


that there are no good reasons to sustain 
such an exception. Potter v. Thompson, 
10R I. 1; Brightman v. Reeves, 21 Tex 
70; Davis v. Funk, 39 Pa. St. 243. We 
are not called upon, however, to deter 
mine whether Hamilton had.a right to 
sell the note independent of an agree- 
ment, as the issue presented and tried 
was whether Hunter authorized Hamil- 
ton to make the sale, and this issue has 
been resolved by the jury in favor of 
Hamilton. The authorities are uni 
form upon the question that the dispo- 
sition to be made of a pledge may be 
regulated by the contract of the parties. 
The case fairly submitted to the 
jury, and the law governing it correctly 
stated by the court in its charge. We 
find no error in the record, and hence 
the judgment of the court will be af- 
firmed. 


was 


All the justices concurring. 


Deposits by Insoivent. 


Right of bank to apply upon notes held by it, without 
violating law forbidding insolvent preferences. 


Clark v. Northampton Nat. Bank, Supreme Judicia} 


Court of Massachusetts, Hampshire, October ai, 


1893. 


March 8th the F. Co. notified defend- 
ant bank, among its other creditors, 
that it was insolvent, and requested said 
creditors to attend a meeting. Nearly 
all the creditors met, defendant being 
represented ; the F. Co.’s books 
showing assets less than liabilities, a 
committee was appointed to investigate 
and report, Said committee did not 
take possession of the cash or other 
property. There were other meetings, 
but nothing was agreed on, and April 
25th the F. Co. filed its petition in insol- 
vency. From March 8th to April 25th 
deposits were made for the F. Co. in 
defendant bank of cash received 
goods sold. 


and, 


for 
The committee told the 
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treasurer to get in the accounts as fast 
as he could,deposit in the bank,and pay 
off the help. The treasurer drew checks 
for the help and for other purposes, all 
of which were paid. No change was 
made in the F, Co.’s account, nor was 
anything paid on its debt to the bank 
until April 25th, when the bank charged 
the balance on hand against the F.Co.’s 
overdue notes. He/d that, though the 
bank knew on March 8th that the F.Co. 
was insolvent, there was no evidence of 
any change at that time in their contract 
relations, and the court was justified in 
finding that the deposits made from 
March 8th to April 25th did not consti- 
tute a preference, transfer, or trust in 
fraud of the insolvency law, and that 
said deposits could properly be set off 
against the notes. 


Accommodation Paper of Married 
Woman in New Jersey. 


Wife’s note to husband to enable husband to raise 
money to pay his own debt—Discount by bank and 
proceeds paid by check to wife’s order—Estoppel 
of wife to plead suretyship in bar of enforcement 
by bank, 


Hackettstown Nat. Bank v. Ming, Court of Chancery 
of New Jersey, November g, 1893. 


1. A married woman, in New Jersey, 
is bound and estopped by all her acts 
done within the scope of the enabling 
acts to the same extent and in the same 
manner as a single woman. 

2. A wife made her promissory note 
to herhusband’s order, and delivered it to 
him to enable him to procureits discount, 
and with the proceeds pay his own debt. 
The husband applied for its discount toa 
bank official, who had notice that the 
note was made without consideration 
and for amount, but did not have notice 
that the proceeds were to be applied for 
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the husband’s benefit. The bank offi- 
cial offered to discount it by a check to 
the wife’s order, which the husband ac- 
cepted, and afterwards procured his 
wife to indorse and deliver it to him, 
she knowing that it was the proceeds of 
the discount of her note. Ae/d, that the 
wife was estopped from setting up 
against the bank that she was a mere 
surety on the note. 

3. Complainant recovered judgment 
at law by default on a promissory note 
made by a wife to the order of, and in- 
dorsed by, her husband. The wife ap- 
plied for and obtained an order opening 
the judgment, with unrestricted leave 
to plead. She pleaded—First, that she 
occupied the position of surety on the 
note, and was a married woman; sec- 
ond, that it was acontract made with 
her husband, and therefore void at law. 
Complainant then filed its bill in this 
court for relief and injunction against 
setting up these defenses at law. Upon 
the trial of the issues raised, this court 
found the defense of suretyship not sus- 
tained. He/d: (1) Complainant was 
justified in coming to this court, and 
was in effect compelled to come here by 
defendant pleading that the contract 
was between husband and wife. (2) 
Complainant having established his case 
here on the merits, defendant should 
not be permitted to litigate it again in 
the law courts. 


Cashier’s Admission of Bank’s Neglect. 


Not in the line of his duty, and not admissible as evi- 
dence against bank. 


Plymouth County Bank v. Gilman, Supreme Court of 
South Dakota, November 24, 1893. 


Where a note and mortgage were 
transferred to an incorporated bank as 
collateral security and for collection, the 
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court holds that evidence of the state- 
ment of the cashier of such bank, made 
while the note and mortgage were still 
in the bank uncollected, to inquiries as 
to whether or not they had been collect- 
ed, that the failure to collect the note 
and mortgage was the ‘‘fault”-and ‘‘neg- 
lect’ of the bank, was not admissible, 
such statement not being the statement 
of any fact in the line of his duty as such 
cashier, nor within the scope of his au- 
thority as an officer of the bank, but the 
mere expression of his opinion as to the 
conduct of the bank. 


Chatte!l Mortgages in Nebraska. 


An important decision as to fraudulent conveyances. 


Jones, Sheriff, v. Loree et al., Supreme Court of Ne- 
braska, October 4, 1893 


1. Where several chattel mortgages 
are executed simultaneously for the pur- 
pose of securing debts owing by the 
mortgagor to the mortgagees, the aggre- 
gate of such indebtedness not being un- 
reasonably less than the value of the 
property mortgaged, such mortgages 
will not be‘held void merely because no 
one of such is in itself sufficient to jus- 
tify so great a security. 

z. Several chattel mortgages, made 
and delivered simultaneously to secure 
different creditors of the mortgagor, the 
delivery being to one of the mortgagees, 
who in the transaction acts for himself 
behalf 
gagees, do not constitute an assignment 
for the benefit of creditors. 

3. Bonns v. Carter, 20 Neb. 566, over- 
ruled. 

4. A mortgage taken by a creditor to 
secure a pre-existing debt will not be 
held void merely because the creditor, 


when he took the mortgage, had notice 


and on of all the other mort- 


of an intent upon the part of the mort- 
gagor to hinder, delay, or defraud his 
creditors. In order to avoid such mort- 
gage, the creditor must have participat- 
ed.in such intent. 

5. An intention to defraud cannot be 
inferred mercly from the fact a prefer- 
ence was given to a certain creditor. 

6. Where several mortgagees joined 
as plaintiffs in an action to replevy 
property covered by their mortgages, 
which had been taken from their possess- 
ion under writs of attachment against 
the mortgagor, and the issue was as to 
whether these mortgages were void as 
to creditors, the facts differing as to the 
different mortgages, an instruction to 
the jury to find generally for the plain- 
tiffs if they should find that any one of 
the mortgagees was good, is erroneous. 


Mortgages in Texas. 


Hastening maturity on interest default—Construction 
of agreement to forbear 
coupons not usury. 


Interest on interest 


Martin v. Land Mortgage Bank of Texas, Court of 
Civil Appeals of Texas, November 22, 1893. 


1. Where a trust deed authorizes the 
mortgagee to declare the entire debt 
due for default in the payment of inter 
est, an agreement to forbear so to do 
for the nonpayment of a specified in- 
stallment, in consideration of the assign- 
ment to the mortgagee of all the rents 
accruing from the mortgaged premises, 
continues only for a reasonable time, 
and does not prevent the mortgagee 
from declaring the entire debt due for 
the nonpayment of a subsequent install- 
ment of interest. 

2. In a suit to foreclose a trust deed 
the complaint set up a clause in the 
mortgage empowering the mortgagee to 
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declare the principal due for the non- 
payment of the interest, and alleged 
that default had been made in the pay- 
ment of two installments of interest, 
and that the entire principal was due 
for failure to pay the first installment. 
The answer alleged that the mortgagee 
hal agreed to forbear to declare the 
principal due for the nonpayment of the 
first installment in consideration of the 
assignment to it of all the rents accruing 
from the mortgaged premises. edd, 
that a reply that the suit was authorized 
by the default in the second installment 
was sufficient, and showed that the suit 
was not prematurely brought. 

3. The fact that interest is to be paid 
by coupon notes semi-annually,and chat 
the coupons bear interest at 12 per cent. 
after maturity, does not constitute usury. 


Nebraska Corporations. 


Liability of stockholders 


Commercial National Bank of Omaha v. Gibson, Su- 
preme Court of Nebraska, October 4, 1893. 


1. Under section 4, art. 11, of the con- 
stitution of Nebraska, the original sub- 


scribers for stock of a corporation or 
joint-stock association are liable to the 
creditors of such corporation or associa- 
tion for the amount unpaid on said sub- 
scription, and such liability shail follow 
the stock without releasing such sub- 
scriber, 


2. The constitutional requirements 
that the exact amount justly due shall 
be first ascertained, and that the cor- 
porate property shall have been ex- 
hausted, before enforcing individual 
liability for unpaid subscription for 
stock, are sufficiently met by the rendi- 
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tion of a judgment and the return of an 
execution nulla bona against the corpo- 
ration whose stockholders are sought to 
be held liable to its creditors. 


Rate of Interest on Judgment. 


A case under the Texas statute. 


Llano Improvement and Furnace Co. v. Watkins, 
Court ot Civil Appeals of Texas, October 2:, 1893. 


The note sued on called for 12 per 
cent. interest, and 10 per cent. on prin- 
cipal and interest, as attorney's fees, if 
placed in the hands of an attorney for 
collection. The Revised Statutes of 
Texas, art. 2980, provided that on con- 
tracts bearing interest at more than 8 
per cent. the judgment shall bear the 
same rate from its date. 

The trial judgment for 
amount due on the note, principal and 


court gave 


interest, and 10 per cent, thereon as at 
torneys’ fees, the whole judgment to bear 
12 per cent. interest from date. He/d, it 
was not error to allow the contract rate 
of interest on the whole amount of the 
judgment. Rev. St. art.2980; Washing 
ton v. Bank, 64 Tex. 4. 


Usury in South Caroiina. 


Porter v. Jeffries, Supreme Courtof South Carolina, 
November 18, 1893. 


A note for $3,500 was tainted with 
usury; after which the maker borrowed 
from the holder $500 more, and incor- 
porated the two debts in a new note. 
ffeld, that the fact that the original note 
was tainted with usury, would not have 
the effect of tainting the new loan. 
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THE MECHANICS’ 


The Mechanics’ National Bank is one of the 
greatest and strongest financial institutions in 
America and the fourth of the New York banks 


in point of antiquity. Its history is part of the 


financial history of the metropolis—indeed of 


the nation, and is tinged with a dash of romance 
as quaint as it is interesting. 

The close of the revolutionary war and the re- 
vival of commerce and industry rendered finan- 
organization a necessity to the country. 
While the city charter remained unchanged 
under the new government and the new mayor, 
James Duane, was untiring in his efforts to re- 
store trade to its wonted stability, the demoraliz- 
ing effect of a depreciated currency added to 
other hardships entailed by the protracted 
struggle for independence occasioned great and 
widespread embarrassment. 

Towards the end of the year 1783 the pros- 
pect brightened slightly, and with the winter, 
Congress came and took its seat in the old City 
Hall on Wall street. In 1784the Bank of New 
York, the first incorporated bank in the city, was 
established, and in 1800 was founded ‘‘the 
Society of Mechanics and Tradesmen of the city 
of New York,” the forerunner of the Mechanics’ 
National Bank. The aim of this society was 
for the general improvement of mechanics and 
tradesmen, with the special mission of assisting 
members in case of sickness or accident and to 
care for the widows and orphans of those who 
died without means. Admission to membership 
was in every instance based upon the testimony 
furnished the society of the applicant’s char- 
acter for industry, sobriety, frugality and integ- 
rity. This organization was the first philan- 
thropic, public-spirited enterprise established in 


cial 


NATIONAL BANK OF NEW YORK. 


the new metropolis of the union.* Thirty-one 
trades were represented in the society. The 
fundsaccumulated were entrusted toa treasurer, 
and an iron chest with three locks was pur- 
One of the keys to this 
chest is now in the possession of Mr. Garth, the 
cashier, and is shown in the illustration at the 
close of this article. 


chased as a receptacle. 


As the society grew in strength and member- 
ship its scope of work was broadened. It took 
a particularly active part in mechanical develop- 
ment, and It also ac- 
quired considerable valuable property. 

The year 1810 witnessed the establishment of 
“The Mechanics’ Bank of the city of New 
York” by the Society of Mechanics and Trades- 
Only three banks had been chartered in 
the metropolis at that time, bank 
charters were not easy to obtain, the society had 


in educational matters. 


men. 
and as 


secured a very valuable franchise. 

The act of the legislature, granting the 
charter, is signed by Joseph C, Yates, Governor 
of the State of New York, and attested by Arch- 
The 
original charter is carefully preserved in the 
archives of the bank and reads in part as fol- 
lows: 

‘*Whereas, the General Society of Mechanics 
and Tradesmen in the city of New York, to- 
gether with other mechanics, tradesmen and in- 
habitants of the said city, have set forth by 
their petition to the legislature that the estab- 
lishment of a banking institution in the city of 
New York on an extensive scale, and upon lib- 


ibald Campbell, Department Secretary. 





* Philadelphia had until recently been the metropo- 
lis, and the most prosperous of American towns, 
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eral principles, would tend to the accommoda- 
tion of mechanics in general, and will be con- 
ducive to the more successful conducting of the 
manufactories of the city, will revive the declin- 
ing state of the society and enable it to be more 
useful to their unfortunate fellow citizens, and 
will be productive of considerable advantage to 
trade and industry in general, 

‘‘Therefore, be it enacted by the People of the 
State of New York represented in senate and 
assembly, that Jacob Sherrard, Stephen Allen, 
Anthony Steenback, John D. Miller, Francis 
Cooper. John Slidell, Gabriel Furman, Matthew 


Horace Everett GARTH, 


L. Davis, Samuel St, John, Naphthali Judah, 
George Warner, John B. Murray, Jonathan 
Lawrence, Jr., and other persons, be and they 
hereby are ordained, constituted and declared 
to be from and after the passage of this act, and 
from time to time until the second Tuesday of 
April, which will be in the year of our Lord one 
thousand eight hundred and twenty-three, a 
body corporate and politic, in fact and in name, 
by the seal or title of the president, directors 
and company of the Mechanics’ Bank of the 
City of New York, and by that name it, and 
their successors until that day, shall and may 


have continued succession, and shall be persons 
in law, capable of suing and being sued; plead- 
ing and being impleaded against, answering 
and being answered unto, defending and being 
defended in all courts and places whatsoever, 
and in all manner of action, complaints, mat- 
ters, causes whatsoever, and thatthey and their 
successors may have a common seal, and may 
change and alter the same at their pleasure; 
also, that they and their successors by the same 
name and style shall be in law capable of pur 
chasing, holding, and conveying any estate,real 
or personal for the use of said corporation,” etc. 


PRESIDENT. 


The bank, it will be seen, was founded in the 
interest of mechanics and tradesmen. The 
charter further provided that $600,000 of the 
$1,500,000 stock at $25 per share, for the con- 
venience of tradesmen should be oftered to me- 
chanics of the state of New York in preference 
to any one else. Through an over-subscription 
of stock the capital was increased to $2,000,000, 
and the length of the charter was extended to 
1833. 

For many years the old Society of Mechanics 
and Tradesmen exercised great influence in the 
bank’s affairs, and it is to-day a shareholder in 
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the institution and continues the connection so 
worthily formed. By the first charter seven of 
the original thirteen directors were chosen from 
the society, whose president was a member of 
the board of directors, ex-officio; and of these, 
four must actually be engaged in some sort of 
mechanical pursuit. 

John Slidell was the bank’s first president, 
and Hamilton Fish its first cashier. At the out- 
break of the war of 1812 and during the dark 
days succeeding, the bank, which then had the 
largest capital of any banking institution in 
N. Y., promptly came to the rescue of the coun- 
try, and put at its service all the financial aid in 
its power. 

The subsequent history of this bank is an in- 
tegral part of the wonderful history of the me- 
tropolis. It is interesting, instructive and sig- 
nificant, illustrating as it does the good that is 
certain to result when sound business principles 
are consistently adhered to, and where conser- 
vatism rather than hazardous enterprise char- 





MR. HORACE EVERETT GARTH, President of the 
Mechanics’ National Bank of New York, was born in 
Todd County, Kentucky, March 28, 1837. He is of the 
well-known Garth family of Albemarle County, Va., 
which is of English origin. His mother was a Miss 
Sherman, also a Virginian,and a descendant of Roger 
Sherman one of the signers of the Declaration of Inde- 
pendence. Mr. Garth enjoyed the usual educational 
advantages afforded by the village schools of the 
period, and in 1855 entered the house of Darby & 
Barksdale, in St. Louis, where he gained his first ex- 
perience in banking. Ill health, however, compelled 
him to retrace his steps southward, and the following 
year found him in Memphis, Tennessee, where he mar- 
ried Miss Jones, alsoa Kentuckian, whose mother is of 
the distinguished Barbour family of Virginia and a 
descendant of the celebrated General Samuel Hop- 
kins, who, after serving with distinction in the War of 
1812, settled the towns of Hopkinsville and Henderson, 
Ky.—the former bearing his name, and the latter that 
of an intimate friend. In Memphis, Mr. Garth credit- 
ably filled the position of teller in the Commercial 
Bank, atthat time a leading institution, for two or 
three years, when he was appointed assistant cashier 
of the German National Bank, rising in 1869 to the 
presidency, which office he held until 1879 when, owing 
to the yellow fever epidemic, he was forced to leave 
the city. After several months of travel Mr. Garth 
settled permanently in New York, fs rming a connec- 
tion with Mr. J. J. McComb, then owner of the Arrow 
Cotton Tie and largely interested in southern rail- 
roads. 


In 1883 he was offered the responsible position of 
cashier of the Mechanics’ National Bank, which he ac- 
cepted and filled so satisfactorily and with such bene- 
ficial results to the bank thatin February 1886 he was 
called to the executive chair. 
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acterizes the management of a banking con- 
cern, 

The house occupied by the bank was for years 
one of the landmarks on Wall street. The orig- 
inal quarters were in a remodeled three-story 
dwelling house, which had at one time been oc- 
cupied by Alexander Hamilton. 

This house was a modest one, standing back 
from the street a rod or more. The bank’s 
offices opened on the ground floor, and the 
president and his family occupied the upper 
rooms. The president was ofa thrifty turn, 
and for years on the little lawn in front of the 
bank he was wont to tether the family cow, 
which became a familiar figure on Wall street. 
Rather startling is the contrast to the present 
nine-story granite palace occupied by the bank. 
It is the third building erected by the bank upon 
the original site and is one of the finest struc- 
tures in the city. The old Arm and Hammer, 
the bank’s coat of arms, which has become so 
familiar to old New Yorkers, at present em- 
bellishes the magnificent front of the new build- 
ing, as it has ornamented al] the buildings oc- 
cupied by the bank during the 84 years of its 
existence. 

In the vaults of the bank are many quaint and 
curious manuscripts, among them the title 
deeds tothe bank’s property. Of especial in- 
terest is the original grant by Thomas Dongan, 
lieutenant-governor, and vice-admiral of New 
York and its provinces, under King James II., 
which is reproduced on the opposite page. This 
instrument, executed on the 31st day of March, 

1686, to David Ackerman, is believed to be the 
oldest recorded transfer of real estate in the 
city. 

Deeds in the bank’s possession show the prop- 
erty to have passed from David Ackerman to 
Henry Vanderspoign on the roth of March, 
1704. The first record showing the money con- 
sideration of the transfer is in the deed convey- 
ing it to Elizabeth Slidell, on February 12, 1760, 
at which time the property sold for 250 pounds 
sterling, and subsequently to John Slidell, on 
June 25, 1798, for 515 pounds § shillings ster- 
ling. 

At the time of the purchase of the property 
by the General Society of Mechanicsand Trades- 
men, May 27, 1810, from the estate of Gulian 
Verplanck, $28,750 was the sum paid for the 
property, which at that time was no doubt 
somewhat improved. 

In marked contrast with these figures, is the 
sum named in the following instrument: 
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New York, April 27, 1889. 
Mechanics’ Nat. Bank. 

Pay to the order of D. O. Mills, Esq., the sum of fif- 
teen thousand three hundred and thirty-three dollars 
and thirty-three cents, and charge same as under, for 
eight inches of land on the easterly line of the bank’s 
property as per deed herewith. * * * 

$15,333-33 A. E ORR, 
Member of the Building Committee of the Mechanics 

Nat. Bank. 


The charter expiring in 1833, the legislature 
was petitioned in February 1829 for its renewal 
as follows: 

‘*A memorial of the society of Mechanics and 
Tradesmen of the city of New York respectfully 
showeth: 

‘*That your memorialists were incorporated in 
the year 1792 for purposes eXclusively benevo- 
lent, to aid and succor the widow and orphan, to 
feed the hungry and clothe the naked and desti- 
tute, 

‘*That your memorialists in the session of 18to 
did petition your honorable body to incorporate 
the Mechanics’ Bank, and set forth the great 
advantage that would accrue to them from the 
granting of the prayer of their petition, and they 
believe those anticipations have been fully real- 
ized in the benefits received from the said bank, 
which has increased their sphere of usefulness 
in the cause of humanity. 

‘‘Your memorialists fully believe that the assis- 
tance to be furnished by this society to enable 
them to become extensively depends 
upon the charter being granted this bank. 

‘‘Your memorialists further representthatthey 
are still deriving a useful portion of their funds 
from the said bank, which enables them to con- 
tinue their extended charities, as will be seen 
on inspection of the treasurer's report, and a 
number of documents, accompanying this me- 
morial, to which they refer. 

“Your memorialists have further to observe 
that by reason of the aid they derived from the 
Mechanics’ Bank, and the care with which 
their funds have been applied, they have not 
only been enabled to extend their benefits in 
the way of assistance to the widow and father- 
less, but they have instituted a school, which 
they believe is not excelled by any in the United 
States, in which school the children of poor, 
deceased, or indigent members of this society 
receive an education equal: to the children of 
the most opulent, and an education far exceed- 
ing that of a great number of your memorial- 
ists. For particulars regarding this school we 
refer you to the report of the school committee 


useful 


in the printed documents accompanying. 

‘‘Your memorialists have further to remark 
that stimulated by the success of their school, 
they were induced to make an attempt we 
believe unprecedented in bibliothical annals, of 
opening another high roac to the fountain of 
knowledge, toll free, by establishing a library 
for the sole use of those we believe to be in situa- 
tions that must entirely preclude them from the 
use of books, namely, the mechanics’ appren- 
tices An appeal was made to their fellow 
citizens to aid itin its public cause, and many 
public-spirited philanthropists by their dona- 
tions of valuable books laid the foundation of a 
library which, aided by a portion of the funds 
of the society and the friends of its members, 
may at this day be ranked as to the number of 
volumes and the value of the collection, as 
second to few libraries in the Union. 

‘Your memorialists would not have gone into 
this apparently extended history of their tran- 
sactions, but it is done to show the important 
bearing of the Mechanics’ Bank upon their 
means of continuing their useful labors, and in 
so doing, to show the important effects of the 
Mechanics’ Bank as now constituted, and the 
welfare and improvement cf mechanics’ children 
and apprentices in this portion of the state, and 
its consequent effect upon the great body politic. 

‘*Your memorialists having thus stated the in- 
terests and objects of the Mechanics’ Society 
with the advantages they derive from the 
Mechanics’ Bank, and having, as they believe: 
stated incontrovertible facts as to the fair and 
honorable operations of said bankin and forthe 
purposes for which it was incorporated, and 
your memorialists deprecating the heavy loss 
that must be incurred by permitting the charter 
of said bank to expire, not only to those who 
may be helped by the charity it represents, but 
also to many who have arrived at that time of 
life in which they are incapable of exertion, and 
whose little all is invested in the funds of said 
bank and who have the strongest claim on your 
honorable body for protection. 

“Therefore, they respectfully pray that the 
charter of the Mechanics’ Bank of the city of 
New York may be renewed. 

‘*Your memorialists would further respect- 
fully observe that ia the capital stock of the Me- 
chan‘cs’ Bank there are many investments of 
charitable institutions, besides that of you, 
memoralists, and not only investments of char- 
itable institutions, but also the investments and 
sole hope and dependence of many of those 
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ALEXANDER E. ORR, the Vice-President of the Me- 
chanics’ National Bank is a representative merchant 
of New York and a member of the firm of David Dows 
& Co. He was born in the province of Ulster, Ireland, 
March 2, 1831, the family having left Scotland and 
settled in Ireland in the seventeenth century. The 
family was prominent, and it was decided to prepare 
Alexander forthe service of the British East India 
Company. An accident to his foot however, at this 
time, disabled him for a period, and deflected his 
career greatly to the young man’s regret; but as will 
be seen, it was one of those seemingly fortuitous inci- 
dents which appear sometimes specially designed for 
one’s final advantage. When, after the lapse of sev- 


ALEXANDER E, Orr, 


eral years he was able to throw away his crutches, a 
voyage to this country was recommended and under- 
taken. The visit changed the whole current of his 
thoughts and ambition, He returned to Ireland fixed 
inthe determination to make the United States his 
future home, and in 1851 sailed for Philadelphia, ob- 
taining his first position with Mr. Ralph Post, a ship- 
ping and commission merchant of New York, and en- 
tering the great house of David Dows & Co. in 1858. 
Three years were sufficient to test the value of young 
Orr’s services, and in 1861 he became a partner in the 


concern, Thus, in ten years from his arrival in a new 
country, unknown and without previous business ex- 
rience, he had attained a membership in one of the 
eading mercantile firms in the country, a firm which 
has ever stood among the first in the land for commer- 
cial integrity and business enterprise—a firm which 
has been enterprising in opening up all possible new 
channels of trade; which has fostered the increase of 
production, and which has not failed to follow with a 


generous and yet judicious ambition the advance- 
ment of the pioneering railroad into the wilderness, 
and the establishing of new fields of labor and new 
markets. In 1859 Mr. Orr became a member of the 
New York Produce Exchange, and has since been one 
ofits most influential members. In matters of finance, 
the opinions of Mr. Orr are sought and respected by 
the business community and the press. 

Mr. Orr is also vice-president of the Chamber of 
Commerce of the state of New York, a trustee of the 
United States Trust Company, and a director or 
trustee of numerous other institutions of like charac- 
ter. He is a member of the Protestant Episcopal 
Church and one of the incorporators of the cathedral 
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and schools at Garden City, Long Island, the gift of 
the late Mrs. A. T. Stewart to that diocese. In 1856 
Mr. Orr married Juliet Buckingham, daughter of Mr. 
mmi Dows. She died in 1872, and Mr. Orr subse- 
quently married Miss Margaret Shippen, who was 
a@ great great granddaughter of Chief Justice 
Edward Shippen of Pennsylvania, by which mar- 
riage he has three children. Mr. Orr resides with 
his family in Brooklyn, in the growth and development 
of which city he has always taken the deepest inter- 
est, being identified with many of its institutions to 


promote cultivation, refinement and philanthrophy, 
and is regarded to-day as its first citizen. 

Although often urged to enter political life, Mr. Orr 
has steadily refused, possibly for the reason that he 
is too absolute an individual and of toostrong personal 
convictions to submit his political conscience to party 
control. Taken alland all he is a merchant of the 
type which has made American commerce respected 
throughout the worid. 





MECHANICS’ NATIONAL BANK. 


much to be commisserated members of society 
who in the course of a sad dispensation have 
been deprived of all their natural protectors. 

‘‘Your memorialists have further to remark that 
the Mechanics’ Bank has by its acts obtained the 
confidence of the community, and the laborer, 
mechanic and tradesman upon whom its claims 
fall most heavily.” 
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The memorial is signed by A. Sitcher, Presi- 
dent, and by the members of the General Society 
of Mechanics and Tradesmen of New York. 

The bank’s charter was thus extended to 1854. 

In 1865 it became a national bank. Up to 
that time the profits had been used mainly as a 
source of revenue to its investors, and it showed 
at that time $413,017 earnings over and above 


GRANVILLE W. GARTH, CASHIER. 


The memorial in conclusion prays the legis- 
lature to grant a renewal of the charter to the 
Mechanics’ Bank because of the charities that 
are associated with it, and because of the good 
to humanity that may be done by the society of 
mechanics and tradesmen operating 
through it. 


in and 





Mk. GRANVILLE W. GARTH, the cashier, was born 
in Memphis, Tennesse, August 11, 1863. He was edu- 
cated at Columbia College (B. A. 1886) and entered 
the Mechanics’ National Bank at the age of a1 
years as messenger; was made paying tel- 
ler at 22, assistant cashier at 26, and upon the 
death >f Mr. Sharp in the spring of 1893, was promoted 
to be cashier, being then 29 years of age #nd the 
youngest bank cashier in New York. In the Spring of 
the present year, Mr. Garth married Miss Lillie, the 
youngest daughter of Mr. J. J. McComb, the well 


all expenses, including dividends. 

In 1873, the undivided profits were $914,500, 
and in 1883, when the present management be- 
came associated, the undivided profits were 
$1,094,900. To-day the profits amount to over 
$2,000,000. In all, over $5,000,000 in dividends 
have been paid since its reorganization as a na- 


known millionaire railroad builder, and owner of the 
world-famed Navarro apartment houses on Fifty- 
Ninth St., facing Central Park. 

A map with a purpose, backed by vast wealth and 
thorough education in and knowledge of the path he 
is pursuing, with industry, talent and good judgment, 
there can be little doubt that Mr. Garth will speedily 
scale the uppermost round of the ladder of successful 
results. What the ripe harvest will be if life is 
spared to such a man it is comparatively easy to fore- 
see. 
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tional bank in 1865, making the total profits 
since 1865, over $7,000,000. In the matter of 
profits earned during this period,the Mechanics’ 
National Bank heads the financial institutions 
of the country—an eloquent tribute to the wis- 
dom and sagacity of those at the helm, 

The gross assets of the Mechanics’ Bank are 
$15,000,000 at the present time. Its depositors 
are principally from the ranks of the best-known 
merchants, manufacturers, and great 
cantile houses. The fact is significant that 
at the present time there are on the bank’s 
deposit books names that have been there for a 
-entury, showing that the old Knickerbockers 
hold with tenacity to the traditions of the past. 
Some of the oldest and most famous families in 
this part of the country are represented in the 
bank’s list of depositors. 

A unique feature in the management of the 
bank is a restaurantconducted on the ninth floor 
of the building exclusively for the benefit of the 
employees. A splendid lunch is served to each 
employee in the bank every day free of charge. 
This has always been done, and perhaps origin- 
ated back in the time of the first president, when 
he had his clerks sit down to lunch with him in 
his little dining-room over the bank. 

The management of the Mechanics’ Bank is 
very conservative, and while its business is tre- 
mendous, it adopts no methods that have not 


mer- 
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been tried in the fire of experience and found to 
be sound. The general policy ot the bank isin 
the interest of its depositors, and very little of 
its funds are invested in outside securities. It 
follows, in this respect, the principles laid down 
by its founders. 

It has been the policy of the bank since its re- 
organization asa national bank to pay semi- 
annual dividends of a uniform rate of 8 per 
cent. Since 1865 it has never passed a dividend. 

The present officers of the bank are: Horace 
E. Garth, President; Alexander E. Orr, Vice- 
President; Granville W. Garth, Cashier. 

The directors are: Henry E. Nesmith, Alex- 
ander E. Orr, William B. Kendall, Charles H. 
Isham, Lowell Lincoln, Henry Hentz, Charles 
M. Pratt, Henry Talmadge, John Sinclair, and 
Horace E. Garth. 

Mr. Sharp, the former cashier of the bank, 
was with it for forty-eight years. He became 
associated with the management in 1845, and 
remained with the bank until he died last Spring. 

In conclusion I may be permitted to express 
to Mr. Granville W. Garth, the cashier of the 
bank, my thanks for a courteous permission to 
inspect the original documents above referred 
to, and from which excerpts are quoted and the 
facts and figures used in the above sketch 
gleaned. 

Joun Roman. 
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These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ions upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bank: rs, and all others charged with the management of trust ae as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering o 


accounts. 


THE ACCOUNTANT IN THE UNITED STATES. 


Suggestions to ‘‘ Our New President.” 


Cortributed by Frank Blacklock, Expert Accountant, Baltimore, Md. [6th Article.] 


Our new president, being a progres- 
sive man, now feels fully repaid in the 
ease of mind which he has enjoyed since 
he followed the recent suggestion con- 
taind in the BaAnkiInG Law JourRNAL of 
having his bank thoroughly overhauled 
by an expert accountant, whose de- 
tailed report is in his possession, for 
reference from time to time. The bank 
is now working along very smoothly 
with a new account book at every desk 
and a board of directors who are in en- 
tire harmony with each other. Now 
comes the question of how to success- 
fully run the bank, as in railroads and 
all other successful corporations, the 
president is the head and must take re- 
sponsibility. 

As our new president has force of 
character, with the ability of sizing up 
men at a glance, he proceeds to become 
familiar with the history of all the cus- 
tomers of the bank, by making oppor- 
tunities for forming their personal ac- 
quaintance. These suggestions, with 
natural shrewdness, will prove of valu- 
able assistance in making aname in the 
world’s broad field of finance. 

Confidence is a plant of slow growth; 


’ 


success is not quickly achieved; it takes 


a long time to climb to the top by steps 
which will have to be carefully and 
slowly cut; the community always find- 
ing it is much easier to criticise than to 
do original work. The business of 
banking from the days of King John, 
when a wealthy Hebrew on a gridiron 
was a favorite mode of financiering with 
some of the nobility, to modern methods 
of clearing-house certificates has always 
been full of the keenest competition. It 
is of no use to try to make money by 
charging more than the legal rate of in- 
terest, as there are attorneys at the 
present day, who are fully as able to 
dig up usury as the lawyer who tempt- 
ed the Saviour was given to asking hard 
questions, The best way to make 
money for a bank is, not to lose any in 
bad debts, or by driving away old, or 
failing to secure new customers. 

Our new president has determined he 
will do no clerical or detail work but 
will devote his entire time to looking 
about, studying the signs of the times, 
learning to read human nature and the 
financial responsibilities and wants of 
his people. With that end in view he 
has his desk near the entrance of the 
bank where he can have a pleasant word 
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with every one who enters. This will 
catch many a small account, and some 
large ones,as the rudeness and crabbed- 
ness of some bank clerks are proverbial, 
and a kind look or a pleasant word from 
the president will counteract this be- 
fore a disagreeable impression is formed 
in the mind of the visitor. 

A financial panic or a commercial 
depression will generally come along to 
make the life of our new president inter- 
esting. The questions—whose notes to 
protest, what paper to protect, what 
customer’s to discount for and what 
paper to refuse, are of great moment to 
correctly decide. Woe to the bank 
manager who does not use discretion or 
who rushes into the law court upon the 
slightest provocation, thus sowing the 
wind, to ere long reap the whirlwind 
of adverse public opinion. Unless the 
bank is successfully carried through 
troublous times, the ill effects of inde- 
cision, misplaced confidence or errors of 
judgment will be lastingly felt. An im- 
patient word, or a gesture implying a 
lack of confidence, or an ill-timed law 
proceeding, will turn many a warm 
friend into a quiet but bitter and re- 
vengeful enemy, while a kind word, the 
relaxation of protesting for ‘‘pee-wee” 
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amounts, even if done at some slight 
risk of small loss, the putting on of a 
bold front by not losing one’s head in 
panicky times, will all make friends for 
the bank. Our new president wil then 
feel that he has done his duty. 

An important and lucrative desk be- 
comes vacant, pressure is brought to 
jump a junior clerk or an outside indi 
vidual over the heads of older em- 
ployees. Our new president says: ‘‘No; 
every clerk in this bank must take 
regular promotion; as long as they do 
their work properly, I will do my part. 
The humblest in ability or influence 
shall go forward in regular order having 
only himself to blame if he does not 


succeed. ‘Every French soldier carries 


x9 


a marshal’s baton in his knapsack. 
The most difficult task our new presi- 


dent will have to undertake is to recog- 
nize the necessity of educating some one 
to fill his own place should death, acci- 
dent, sickness or any of those unlooked 
for contingencies cross his path, The 
bank president who recognizes this 
suggestion that the place of the best 
and wisest of us all will have to be filled 
is indeed broad minded, and fortunate 
is the bank who has the benefit of his 
services, 








THE BALTIMORE AND OHIO RAILROAD. 


A FINE RAILROAD. 


THE GOOD SERVICE RENDERED BY 


The Baltimore & Ohio Railroad Company has 
justly earned the reputation of carrying more 
passengers quickly, comfortably, and with a 
less percentage of disasters, than any other rail- 
road in the United States. 

It has been the province of this railroad to 
handle immense crowds every four years, when 
a president of the United States is inaugurated. 
When Mr. Cleveland was inaugurated in 1885, 
the B. & O. railroad dispatched from Camden 
station in Baltimore alone, 72,000 passengers, 
and hauled them all in safety to Washington in 
ample time to witness the ceremonies. This 
magnificent work was all done on the morning 
of the 4th day of March. It would have been a 
great achievement had the whole day been de- 
voted to it. But when it is known that it was 
accomplished in a half-day, the feat takes on 
the character of the phenomenal. The B. & O. 
is so used to inauguration crowds that it has 
repeated that work since 1885, and its officials 
doubtless did not think it worth while to make 
a special point of speaking about it. 

The experience gained by the officers of the 
road in transporting people topresidential inau- 
gurations, fitted them to handle great crowds 
all over the B, & O’s system. Therefore, when 
the World’s Fair opened its gates to expectant 
millions, this railroad was fully equipped for 
the great work before it, and its officers knew 
just what to doin taking care of the enormous 
travel that went to Chicago over its lines. That 
the through service might be made more agree- 
able to travelers from eastern points in the way 
of shortening the time, the B. & O. road began 
to run World’s Fair trains via the Connellsville 
branch to Pittsburgh and thence to Chicago 
junction over the Pittsburgh and Western tracks. 
This change was made on the 14th day of May, 
and it was an immensely popular arrangement. 
It is a gratifying fact to be able to state in con- 
nection with this subject that there was not a 
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single World’s Fair traveler killed on the B. & 
O. system during the entire six months, begin- 
ning May 1 and ending October 31. 

The B. & O. Railroad has done long and val- 
uable service in the United States. It is one of 
the nation’s oldest public servants and tried and 
true friends. Since it first began to run as far 
as Relay, nine miles from Baltimore, 
on scrap-iron rails, with horses as motive power, 
it has been a most important power in the de- 
velopment of the country. It passed through 
many trials and tribulations in its young days, 
It has been tried in the 
stress of war and proved equal to the great 
emergency. It has carried our presidents and 
greatest men and women to and from the na- 
tional capital for many years, It has gathered 
the masses of the people from the east, west and 
south, and poured them into Washington at 
many presidential inaugurals. And now it has 
closed a most wonderful period of travel to and 
from the greatest exposition that man ever saw, 
with a record that is absolutely peerless. 

The period just closed marks a distinct ad- 
vance in the work and importance of the B. & O, 
road in the control of western travel and traffic. 
Its new connections perfected at the beginning 
of the World’s Fair have given the road advan- 
tages it did not have in former years. These 
new advantages enable the management to 
reach out and secure a vast volume of business 
that was very coy in the days when the distance 
over its tracks between Pittsburgh and Chicago 
was many miles greater than at present. Now, 
all this will redound to the good of Baltimore 
and surrounding cities. The great Pittsburgh 
district is growing with a rapidity that requires 
corresponding railroad development. Therefore 
the greatly improved facilities of the Baltimore 
and Ohio Railroad at and west from Baltimore 
are welcomed with pleasure by the people of 
that city. 


out 


and came out winner. 
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GEORGE C. HENNING. 


George C. Henning, president of the Traders’ 
National Bank of Washington, D. C., was born 
in Washington City, February, 1833, and conse- 
quently is about 61 years of age. 

At the early age of 13 he engaged in self and 
family support, and his subsequent education 
was the result of earnest application and the use 
of every opportunity. Opportunities, then, 
were scant, books dear and scarce and help 
rare. 

Until 20 years of age he engaged in mercan- 
tile pursuits, when he embraced the occupation 
of news-reporter. 

Later, not liking this occupation, he returned 
to mercantile business, in various phases of 
which he remained until January, 1890, when 
he retired from business to take the position he 
now occupies, 

Hat, shoe, clothing, hardware, tea and other 
commercial commodities at different times en- 
gaged his attention, but for the last 25 years of 
his business life, ready-made clothing was his 
exclusive business. 

Into this business he introduced reforms 
which were looked upon at the time by other 
business men as decidedly heterodox, but which 
now obtain in nearly every respectable clothing 
establishmentinthecountry. The first encroach- 
ment on established custom, was ‘‘One Price 
Only,” in 1865 Shortly after, the principle of 
satisfying all buyers was condensed into, ‘‘Re- 
turn your goods and get your money—No ques- 
tions asked.” 

Salesmen were rigidly instructed to answer 
all questions of customers truthfully about the 
quality of goods, and if they did not know, to 
say so or to ask some one who did know. 

As before stated, these and other innovations 
of his, have been generally adopted by all re- 
spectable establishments. 

As a contribution to the econon ic literature 
of the day, Mr. Henning has attracted some 
notice. On the tariff question he is an absolute 
free-trader, but as an alternative is willing to 
accept an uniform ad valorem tax. 

As an advocate of single taxation, he was one 
of the first to appear in newspaper articles, 
reasoned out however on a different line from 
that pursued by Henry George, whom at that 
time he had not heard of, but whose acquaint- 
ance he has since had the pleasure to make. 


His silver articles, dating back to 1878, have 
at racted some attention, particularly his later 
ones, advocating the use of bullion as a basis 
for bank-note circulation. 

Some of his other contributions embrace such 
subjects as a description of the Peninsular 
Canaan, Oyster Cultivation and A Defense of 
Passer Domesticus. 

As was remarked before,he retired from busi- 
ness in 1890, but was persuaded to become the 
president of a new bank then organizing be- 
cause of his knowledge of local credits, though 
his original intention was to retire absolutely 
from all business pursuits and devote his atten- 
tion to agriculture, of which he is passionately 
fond, a species of atavism; having in his child- 
hood sold vegetables in the Centre Market of 
his own raising. 

The Traders’ National Bank opened for busi- 
ness March 3, 1890, amid an apparently flour- 
ishing state of affairs. 

The Fall of 1890, however, developed a cloud 
in the financial horizon which was only dispelled 
by the sunshine of treasury gold disbursed in 
the purchase of government bonds. This and 
the opening of two other banks about the same 
time, evidently inspired by the starting of the 
Traders’, and the rehabilament of three trust 
companies with banking privileges the same 
year, somewhat beclouded the prospects of the 
Traders’ National Bank. 

Nevertheless the bank has been moderately 
successful from the beginning, and this success 
is no doubt largely due to the sagacity of Mr. 
Henning in the selection of directors at the out- 
set, gentlemen of undoubted standing in the 
community for integrity and such as were not 
likely to be large borrowers. 

Mr. Henning’s knowledge of business men 
has availed so far that in nearly four years of 
business, no losses from discounted paper have 
been charged off by the bank. 

During the trying times of recent occurrence, 
the Traders’ held its own creditably, as compar- 
ed with any of the new banks and many of the 
old ones. In no statement to the comptroller 
have bills re-discounted nor bills payable for 
money borrowed, appeared. This can be ac- 
counted for by the fact that the Traders’ dis. 
courages speculation, and lends its money only 
to its customers for legitimate business wants. 
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At no time has it turned down a needed cus- 
tomer with good security for actual business 
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wants, unless the party had as much already 
as he was entitled to. 


CHARLES F. JAMES. 


Charles F. James, Ph. B., A. M., L.L.B.,vice- 
president of the Franklin National Bank,lawyer, 
financier, and man of affairs, was born in Ham- 
ilton, Madison County, N. Y.,on July 12th, 


CHARLES 


1856, and comes of old American stock of Welsh 
and Scottish extraction. On his mother’s side 
Mr. James traces his descent from the famous 
Ethan Allen and also from a branch of the 
Lamb family, of which Charles Lamb, the poet 
and essayist, was the most celebrated member. 
His father is General Thomas L. James, for 
many years the model postmaster of New York 
City, Postmaster-General of the United States 
under Garfield, and now president of the Lin- 
coln National Bank of New York. 

Receiving his early education in the public 


F. 


schools of New York, Mr. James entered the 
College of the City of New York in 1873, and 
left that institution in his junior year to enter 
the senior class of Madison University (his 
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father’s Alma Mater), from which institution he 
was graduated with high honors in 1876. 

Endowed with a splendid physique, he is pas- 
sionately fond of and excels in all athletic 
sports. When the College of the City of New 
York determined to send a crew to compete in 
the Inter-Collegiate Regatta on Saratoga Lake, 
Mr. James was unanimously chosen by the 
Faculty and students as captain and stroke of 
the crew. He is an expert swimmer and has 
saved two persons from drowning at the immi- 
nent peril of his own life. 
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For a time Mr. James traveled extensively 
abroad ,returning home to enter Columbia College 
Law School, which institution conferred upon him 
the degree of L.L.B. in 1889. For a time he was 
a student in the law offices of Seward, Blatch- 
tord, Griswold & Da Costa, and later was ap- 
pointed Assistant United States District Attor- 
ney for the Southern District of New York, and 
served in that capacity under Gen. Stewart L. 
Woodford, resigning when Elihu Root was ap- 
pointed district attorney, to accept the position 
of assistant corporation counsel under Mr, An- 
drews, where he remained until his chief was 


elected Supreme Court Judge. He then formed 
a partnership for the practice of the law with 
Gen. G. E. P. Howard, which was dissolved on 
Mr. James going South as assistant to the presi- 
dent of the East Tennessee Land Co. On his 
return from the South a year later he was asked 
to undertake the organization of the Franklin 
National Bank, of which he was elected presi- 
dent, but from which he retired in favor of Ellis 
H. Roberts, the former sub-treasurer of the 
United States and a man widely and favorably 
known in banking circles. 
J. R. 


INQUIRIES AND CORRESPONDENCE. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and ex 


Right of Purchaser of Stock to Dividend 
Declared Before, Payable After, 
Purchase. 

THE Cirizens’ BANK, i 
APPLETON, Minn., December 12, 1893. § 


Editor Banking Law Journal: 


Dear Sir:—One Stanton sold to one Simmons 
on the 2oth of November, 1893, ten shares of 
stock, each share of the face value of $50, equal 
to $500, sold at par. Previous to the above 
transaction the board of directors declared a 
dividend on said stock of 5 per cent., payable 
January 1, 1894. At the time of the above-men- 
tioned transaction nothing was said by either 
party about the dividend. Does the dividend 
belong to Mr. Stanton or to Mr. Simmons? 

Kindly answer and oblige, 

Yours truly, 


JorGcEeN Simmons, Cashier. 


Stanton, being the owner when the 
dividend was declared, is entitled to it, 
notwithstanding his subsequent sale of 
the stock, prior to the date when the 
dividend became payable. il/ v. New- 
ichawanick Co., 8 Hun, 459. The court, 


pect prompt and careful consideration thereof, without charge. 
«f those submitting inquiries are published, unless special request is made to the contrary. 


The names and places 


in the case cited, speaking of a similar 
transaction, said: 

‘*It (the dividend) would not be trans- 
ferred to a subsequent purchaser of the 
stock without special agreement, nor 
was it necessary that it should be re- 
served on such sale by special agree- 
ment. It was a dividend share of past 
earnings, and became, in law, a severed 
indebtedness payable to the then owner 
of the stock, without regard to subse- 
quent transfers of suchstock. A differ- 
ent rule would apply to an attempted 
division of fuéure earnings; but that was 
not this case.” 

The dividend in the present case, it is 
assumed, was declared out of profits al- 
ready earned, and therefore the rule 
stated would apply, and vest in the sel- 
ler Stanton, the right thereto, as against 
the purchaser Simmons 

In what has been said, it has been as- 
sumed the sale was a private one, and 
not through any stock exchange; con- 
sequently, it is unnecessary to consider 





42 THE BANKING 


the effect of any contrary stock exchange 
rule whereunder (as in New York for 
example) declared dividends, payable in 
future, pass to the purchaser of the stock 
up to the time fixed for closing the 
books of transfer. See for a case where 
such stock exchange rule, although 
recognized, was held inapplicable, War- 
ner Vv. Watson, BANKING LAW JoURNAL, 
August 15, 1893. 


Cashier Cannot Set Off Personal Claim 
against Checkholilder. 


BANK oF TEscorr, ) 
Tescorr, Kan., Dec. 5, 1893. § 


Editor Banking Law Journal: 

DEAR Sik:—Kindly answer the following ques- 
tions in your next issue: 

A has a deposit in bank. 
and gives check for same, which B presents to 
C, or cashier, holds per- 


He owes B $200 


bank for payment. 

sonal note against B for $100, which is past due. 

C asks Btotake up note but he refuses. Can 

C keep $100 out of check, pay him balance and 

If B refuses to accept, what 

Check being stamped paid and 
Yours truly, 


surrender note? 

would you do? 

on file? 
BANKER, 


The bank, itself, could not retain a 
portion of the amount called for by the 
check by reason of a personal claim 
against the checkholder. (See Brown v, 
Leckie, cited in answer to Clarion, Pa., 
subscriber). With stronger reason, 
therefore, would the bank’s cashier have 
no such right, or power. 

The cashier having forcibly retained 
the check and refused to pay the amount. 
several courses of procedure would be 
open to B, the checkholder. 

1, Treat the check as accepted, and 
sue the bank upon it. In such case, 
even if the bank subsequently acquired 
the cashier’s claim, it is more than doubt- 
ful if it would be available in defense. 
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2. Or, proceed against the check 
drawer as upon a dishonored check. 

3. Have the cashier arrested for lar- 
ceny. 


Charge of Note to Indorser’s Account. 
Set-off against Checkholder, 


SECOND NATIONAL BANK, ) 


CLARION, Pa., Dec. 14, 1893. § 


Editor Banking Law Journat: 


DeAR Six:—In looking over the Journal of 
June 15th, 1893, the case of Bank of Marysville 
v. Brewing Co. (Ohio) holding that the bank 
could lawfully charge up claim against depo- 
sitor, who had previously given a check, but 
which had not been presented, reminds us of 
two questions which recently came up here. 

Ist. In case the maker of note has no funds 
in bank, when note made payable there be- 
due, has the bank the same right to 
charge up the note to any endorser thereon, as 


comes 


it would have had against maker with funds to 
his credit? 

2d. If one indebted to a bank on an overdue 
claim, presents a check thereand there are funds 
inthe bank to meet the check, can the bank, in- 
stead of paying the check, charge the amount 
up to its debtor presenting the check? 

Please answer in next issue of the Journal. 


J. T. Marrert, 


1. Yes. Mechanics Bankv. Seitz Bros , 
150 Pa. St. 632. 

The right and duty of a bank with re- 
spect to application of deposits of maker 
or indorsers npon a matured note, held 
by it, being a question of constant in- 
quiry by, and practical importance to, 
bankers, we quote from the opinion in 
the cited case, language pertinent to the 
situation. The court says: 

‘*The general rule is well settled that, 
while the bank may appropriate funds 
in its hands belonging to any previous 
party to the note, to the payment of it, 
when payment is not made at the time 
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and place named, yet it is not bound 
todoso. * * * But where the bank 
holds funds of the maker when the note 
matures, it is bound to consider the in- 
terests of the indorsers or sureties, and 
if it allows the maker to withdraw his 
funds after protest, and the indorsers 
are losers thereby, the bank is liable to 
them. (Citing 105 Pa. 496; 138 Pa. 
474.) The reason of this rule is, that 
the maker is the principal debtor, and 
liable to all the indorsers, whose under- 
taking is to pay, if he does not.” 

Query as to the bank’s obligation, in 
order to hold indorsers, to apply a de- 
posit balance of the maker when less 
than the full amount of the note, in par- 
tial satisfaction thereof? 

2 A banker cannot set off a demand 
he holds against the person presenting 
a check for payment. 
43 Ill. 497. 


Brown v. Leckie, 


Proposed Legislation in New York Re- 
lating to Forged Checks. 


—— NATIONAL BANK, d 
New York, Dec, 27, 1893. § 


Editor Banking Law Journal: 


Dear Sir: Please criticise the enclosed pro- 
posed act. iS. S. C. 
AN ACT RELATING TO CHECKS AND DRAFTS PAYABLE 

TO ORDER. 


The People of the State of New York, repre- 
sented in Senate and Assembly, do enact as fol- 
lows: 

SecTION 1. When a check or draft, made pay- 
able to order, is drawn ona bank, and it pays 
the same in good faith and in the ordinary 
course of business, it shall not be incumbent on 
the bank to show that the indorsement of the 
payee is genuine or authorized, or that any sub- 
sequent indorsement is genuine or authorized, 
after the lapse of six months from the date of 
such payment; and the bank shall then be 
deemed to have paid the check or draft in due 
course of business to the true owner, although 
it shall then appear that such indorsement or 
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indorsements have been forged or made without 
authority. 

Sec. 2. When a bank in good faith and with- 
out negligence receives payment of checks or 
drafts deposited by a customer and the cus- 
tomer has no title to, ora defective title thereto, 
the bank so receiving payment therefor, shall 
not be deemed liable, after the lapse of six 
months from the date of receiving such pay- 
ment, to the true owner of such checks or drafts 
by reason only of having received such pay- 
ment. 

Sec. 3. This act shall not be construed as 
denying recourse against any endorser or en- 
dorsers of checks or drafts other than the bank 
employed as payer or as collector thereof. 

Sec. 4. This act shall take effect immediately. 


Section 1. As the law exists at present, 


a bank who pays a check upon a forged 
or unauthorized indorsement, cannot 
charge the amount to its depositor, the 
payment not being according to his or- 
der or authority. Hence, the mistaken 
payment coming to light, the bank must 
account for the amount to its depositor, 
and in turn has recourse upon the party 
receiving payment, torecover the money 
back. The object of section 1 is to 
change the law, so that aftersix months, 
the payment will become chargeable, 
and any loss thereby entailed will be, 
borne by the depositor and not by the 
bank. 

The proposed legislation seems equit- 
able and just for the following reasons: 

Originally, checks upon bankers were 
drawn payable only to dearer. Here 
there was no risk upon the bank. Pay- 
ment to any bearer was good, and 
chargeable. If a check so given got 
into improper hands, it became the loss 
of outside dealers, not the bank. If a 
depositor mailed his check to a creditor, 
and it was intercepted and cashed by a 
thief, it was the depositor’s loss. If a 
creditor actepted a bearer check in pay- 
ment, and lost it, the loss fell upon him. 
But gradually the custom sprang up of 
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This 
relieved those who made payment by 


making checks payable to order. 


checks from the risk of collection by the 
wrong parties, and liability to pay over 
again, but it enormously increased the 
risk of drawee banks, as it placed upon 
them the entire responsibility of deter- 
mining the genuineness of indorsements, 
and made them, and not their deposit- 
ors, suffer the loss arising from unau- 
thorized payments. 

In England, this responsibility has 
been deemed too great a burden im- 
posed upon the bankers, and by the 16 
and 17 Vict. c. 59s. 19, it has been en- 
acted that any draft ororder drawn upon 
a banker for a sum of money, payable to 
order upon demand, which shall, when 
presented for payment, purport to be 
indorsed by the person to whom the 
same shall be drawn payable, shall be a 
sufficient authority to such banker to 
pay the amount of such draft or order 
to the bearer thereof; and it shall not 
be incumbent on such banker to prove 
subse- 


that such indorsement, or any 


quent indorsement, was made by or 
under the direction or authority of the 
person to whom the said draft or order 
was or is mide payable, either by the 
drawer or any indorser thereof 

This section, it has been held in Eng- 
land, only protects the banker, and not 
a third person who cashes such check; 
and if the payee’s indorsement is forged, 
the third person will be liable to refund 
the amount to the true owner.* 

The proposed legislation in New York 


(section 1 referred to) it will be observed, 


does not go as far as the English legis- 
lation. 
a check upon a forged or unauthorized 


In England, the banker, paying 


* By section 2 of the proposed New York act, the 
third person, when a bank of deposit, is equally pro- 
tected with the drawee bank, covered by proposed 
section 1. 
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indorsement purporting to be correct, is 
absolutely protected, and the payment 
is chargeable. In New York, however, 
the bank is liable to its depositor for the 
amount so paid, the effect of the pro- 
posed legislation being merely to limit 
its responsibility therefor to six months; 
after which, the depositor will be barred 
from asserting want of authority, and be 
chargeable with the amount. 

The 
limiting the bank’s time of responsibility, 


reasonableness of such a_ rule 
is apparent. The bank is the depositor’s 
At frequent 


—generally monthly—intervals, it ren- 


agent in paying his checks. 


ders him an account of his deposits, and 


its payments; returns him the paid 


The 


duty is incumbent upon the depositor— 


vouchers, and states a balance. 
if not strictly defined in law, at all 
events in business ethics—of going over 
this account, and verifying its corrcct- 


The 


means of early discovery of a mistaken 


ness, Or pointing out mistakes. 


payment on a forged indorsement, is 
possessed by the depositor, not by the 
banker. If his checks have gone wrong, 
the real payees will notify him of non- 
receipt; or if an indorsement is forged 
by a confidential clerk in his own em- 
ploy, who covers up the fraud, the re- 
sponsibility of non-discovery should be 
harbors and 

Early dis- 


covery of a forged or unauthorized in- 


upon the depositor who 
accredits the wrong doer. 


dorsement, frequently essential to effec- 
live recourse for recovery of the money 
paid, and also as a preventive of success- 
ive similar swindles, is a matter, there 
fore, which rests with the depositor; 
and failing in this for six months, the 
provision certainly seems equitable that 
he, the principal, and not his banker, 
the agent who has reported his actions 
and rendered an account, should there 


after be chargeable with the amount 
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paid, and suffer any loss thereby caused. 

Respecting the phraseology of the 
proposed section 1, we think it might be 
improved by a more definite statement 
of the acts, demands, or notices neces. 
sary upon the depositor's part, during 
the six months, in order to charge the 
bank with liability for payment on an 
unauthorized indorsement. Presumably, 
a notice by a depositor, five months 
after such a payment, would be suffi- 
cient to hold the bank liable, although 
action for the amount was not brought 
against the bank until after the six 
months had expired; yet we think the 
proposed section could be made clearer 
by the insertion of some such clause as 
this: ‘‘And in order to preserve recourse 
upon the bank after that period for an 
unauthorized payment notice must be 
given to and demand made upon said 
bank (or, possibly, action commenced 
against it) for the amount alleged to be 
wrongly paid, within the period of six 
months from the date of such payment.” 

S ction 2. Tnis is in line with section 
I, except that it protects the bank of 
deposit instead of the bank of payment. 
The entire act has doubtless been sug 
gested by the enormous swindles per- 
New York 
city by confidential clerks, through the 


petrated in recent years in 
innocent agencies of their bankers, the 
modus operandi being somewhat thus: 

A confidential clerk, having more or 
less access to the mail, and management 
of the receipts and payments, and the 
books and documents of his employer, 
Checks 
to his employer, he forges the indorse- 


keeps a personal bank account. 


ment of, indorses them in his own name, 
Checks 
by his employer, he intercepts, and does 


and deposits in his own bank. 
likewise. Having the confidence of his 
banker, these checks are received on de- 


posit without question, and his account 


Presented for col- 
lection, they are unhesitatingly paid by 


credited, therewith. 


the drawee, as they come through a re- 
sponsible bank. His employer’s re- 
turned checks from 


ined by 


the bank are exam- 


him, and reported correct. 
Checks to his employer, when returned 
to the drawers as vouchers, are seeming- 
ly correct, and the fraud is covered up 
for a time by intercepting and juggling 
with the correspondence. Sooner or 
later, the swindle is exposed, and the 
wrongdoer is either punished, or escapes. 
Under existing law, the drawee bank 
has made unauthorized payments, and 
cannot charge to its depositor. Section 
1, above proposed, permits such charge 
after six months, on the assumption that 
it should be incumbent upon the depo- 
sitor to unearth the fraudin the interval; 
suffer for his 


and failing, he should 


laches. Also under existing law, the 
drawee bank, having no recourse upon 
its depositor, may recover the money 
from the bank to whom it has been paid. 


The proposed section 2, therefore, is de- 


signed to protect this latter bank after 


the lapse of six months. During that 
period, it is liable to refund; after that 
period it escapes, and the ultimate loss 
is, therefore, thrown upon the check- 
drawer, unless other responsible indors- 
ers exist against whom recourse can be 
had, Section 2, likewise, might be made 
more definite by stating exactly what 
demand or action is necessary against 
the bank of deposit, within six months, 
to preserve its liability thereafter. 

We think the proposed legislation is 
fair and right, as relieving bankers from 
a portion of the excessive burdens now 
placed upon them by way of responsibil- 
ity for forged checks, and throwing a 
part of that burden—the duty of early 
detection—upon the business commun- 


ity. 





46 


Construction of Waiver by Indorser. 


First NATIONAL BANK, 
Dera, Pa., Dec. 15, 1893. 


Editor Banking Law Journal: 


Dear Sik:—An indorser writes his waiver on 
back of note as tollows: ‘‘I hereby waive de- 
mand, notice and protest on within note for ten 
days.” 

In what situation would this place the bank 
who had discounted the note? i.e., would it be 
the conditions of 


the waiver, or would the waiver hold the 


bound to take cognizance of 
in- 
dorser as though no such condition had been ir- 
serted? 


Respectfully, 


L. K. Srunus, Cashier. 


We should construe such an indorse- 
ment as a consent to an extension for 
In if at ma- 
turity the maker was not ready to pay, 


ten days. other words, 
the bank holding the note could extend 
the time of payment ten days without 
releasing the indorser; at the end of 
which period, the usual demand and no- 
tice would have to be made and given 
to hold him. The indorsement, of 
course, does not obligate the bank to 
grant the safest 
course, it would seem to us, would be to 


any extension, and 
make demand and give notice at matur- 
ity without relying on the waiver as an 
obvi- 
ate all questions as to the effect and 


authority to extend. This would 
meaning of the indorsement clause, for, 
grant that its meaning is as above stated, 
a further question might arise as to 
whether the extension carried three days 
grace, and as to the proper day for de- 
mand to hold the indorser. An avoid- 
ance of questions of this nature affecting 
the indorser’s liability should extension 
be granted, by demand and protest at 
maturity, without availing of the privi- 
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leges of the indorsement waiver, 
be the safest banking practice. 


would 


HIGHLY COMPLIMENTARY, 


Hersert M. Tempe, ) 
Public Accountant and Auditor, . 
St. Paul, Minn., December 26, 1893. \ 


Thomas B. Paton, Esq,, 
Editor ‘‘Banking Law Journal,” 
New York. 

DEAR Sir:—I take pleasure in informing you 
of a recent experience. When out of the city a 
few days since, I became acquainted with the 
local banker of the place, and was invited into 
his private office and in taking a minute inven- 
tory of its contents discovered that the BANKING 
Law JOURNAL formed nosmall part of his library. 
he 


reader of that paper and he frankly stated that 


I casually inquired if was an interested 
he was ‘‘and that it was the only one of its class 
worth reading.” 
Of course I agreed with him, 
With compliments of the season, 
Yours truly, 
H. M. Tempce. 


Payment of Torn Bank Check. 


Boston, Mass., Dec. 29, 1893. 
Editor Banking Law Fournat, 

Dear Sir:—Do you consider it good banking 
for the cashier of a country bank to refuse pay- 
ment of a check for one hundred dollars, which 
he has received by mail, for collection and re- 
mittance, the check being torn in two pieces 
and pinned together when received by the coun- 
try bank; and if he did refuse payment of the 


mutilated check should he protest the same ? 


E. A. B. 


The fact that the check was torn and 
pinned together would not affect its 
validity. If there were funds on deposit 
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it should have been paid. 

As to protest of the check, so refused: 
An independent agent, presenting the 
check and payment being refused, it 
would be in the line of his duty to his 
principal to have it protested. In the 
present instance, the drawee bank fills 
the double position of agentof the check- 


drawer to make payment, and agent of 
the transmitter to collect. Presumably, 
therefore, its duty as agent of the latter 
would be to protest, although refusal of 
the payment being wrongful, it could 
not collect fees for protest and would be 
also liable for any damage resulting 
from its wrongful act. 


CURRENT NEWS AND TOPICS, 


From Jauuary ist last to December 3rd the 
withdrawals from the French savings banks 
have exceeded the receipts by 200,000,000 francs 
\re the French people going back to their 
caches ? 


Itis announced that ex-United States Treas- 
urer Huston’s broken bank in Indiana has re- 
sumed business, and ex-Secretary Foster will 
settle with his creditors at 50 cents on the dol- 
ar. This is cheering. 


After a brief career of only a few months on 
$25,000 capital, the Island County Bank, of 
Coupeville, Wash., has suspended, and its man- 
ager has disappeared, This institution was mis- 
named. It should have been called the Bank 
f Scoupville. 


rhe bank commissioners of California, acting 
under the state law, have informed the attorney 
eneral that it appears to them that itis unsafe 
r the People’s Home Savings Bank of San 
Francisco to continue to transact business. The 
ink was involved by the recent failure of the 
icific bank, and its doors were closed for a 


ew days following the failure of that institu- 
on, 


A receiver has been appointed of the Chicago 
Trust and Savings Bank in a chancery proceed- 
ing brought by the bank against Daniel H. To!- 
man, president of the institution, Tolman is 
charged with mismanagement and misappro- 
priation, and that he has used the bank as ‘‘a 
dumping ground fora large amount of uncol- 
lectible promissory notes and worthless evi- 
dences of indebtedness, taken by him individ- 
ually in various transactions.” 


Advices from Milwaukee point to the early 
resumption of the Marine Bank. The institu- 
tion has made very favorable proposals to its 
creditors, and acceptances are daily being re- 
ceived. A. B. Geilfuss, the assignee of the Com- 
mercial Bank of Milwaukee, will send a notice 
to the creditors asking them to assist in the re- 
sumption of business by the bank by taking 25 
per cent. of their claimsin bank stock, and giv- 
ing two year’s time on the 75 per cent. 


Ellsworth Ingalls, of Atchison, has been ap- 
pointed receiver of the Norton State Bank, of 
Norton, Kan. Mr. Ingalls gave a bond in the 
sum of $50,000. The application for the re- 
ceiver was filed by B. P. Waggener of Atchison, 
on behalf of C. H. Farmalee and J. M. Craig of 
Plattsmouth, Neb. The liabilities of the con- 
cern aggregate $38,000. The bank people claim 
that the assets will aggregate $75,000, 
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A dispaich from London states that the report 
of the creditor’s committee of the new Oriental 
Bank shows the losses to be £130,000. Four di- 
rectors borrowed £80,000 :rom the bank, and 
only one of them lodged suffic.ent security to 
cover the advances. One of these directors fled 
to France and to Scotland, where he died; the 
third paid up, and the fourth was nt prosecu- 
ted because the publicity of the affair would 
hurt the value of the securities. 


Attorney General Olney has rendered an 
opinion that certain notes issued by corpora- 
tions at the time of the recentcurrency ‘‘!amine” 
are not taxable Io per cent. under the bank cir- 
culation law. In the course of his opinion, he 
Savs: 


Comparing the statute in question with the other 
statutes referred to in Hollister Mercantile Institu- 
tion, 111 U. S., 1t evidently applies only to the case of 
a promissory note, and does not cover other negoti- 
able paper or quasi negotiable paper. For the Re- 
vised S'atutes iu force when the act of 1875 was passed 
provided for a tax upon bank circulation, “including 
as circulation all certificates, checks, and all notes 
and other obligations calculated or intended to circu- 
late or to be used as money,” section 3,408; and they 
made it uniawful to make, issue, circulate, or pay out 
any note, check, memorandum, token, or other obli- 
gation for a less sum than one dollar, intended to cir- 
culate as muney or to be received or used in lieu of 
lawful money of the United States, section 3,58 


Mr. Olney holds that none of the instruments 
submitted to him is of a nature to subject it to 
taxat on, 


The undaunted Mr. Bland has again intro- 
duced a bill for the free coinage of silver, and 
stands ready to urge its passage. The form his 
proposed bill now takes on, is a repeal of so 
much of the act of 1873, revising and amending 
the laws relative to mints and assay offices, as 
prohibits the coinage of the standard silver dol- 
lar. The measure re-enac.s so much of the act 
of January 18, 1837, as relates to and provides 
for the coinage of the standard silver dollar of 
412% grains. This is a free coinage law. 


Eighteen delegates, representing ten mining 
camps, attended the recent miner’s convention 
calied by Governor Waite, of Colorado, to con- 
sider a proposition for a second session of the 
legislature to take some action in behalf of sil- 
ver. By a vote of ten to eight, the convention 
decided in favor of an extra session. 


* * * 


The Missouri State Board of Fund Commis- 
sioners have issued acall for $214,000 outstand- 


ing state bonds in which the state now holds an 
option. These bonds are 5-20 option and bear 
3% per cent. interest. They will be redeemed 
at the National Bank of Commerce or the Amer- 
ican Exchange National Bank, New York, on 
the 31st of December. The auditor has been 
directed to draw a warrant for $133,070 to meet 
the semi-annual interest on the state debt fall- 
ing due December 31. 


* * * 


Mr. C Ledyard Blair, of Blair and Co., has 
been elected to membership in the New York 
Stock Exchange. Mr. Blair is well known as a 
member of the firm of Blair & Co, of 33 Wall 
street, 


Mr. A. F. Ferris, of J. K. Gracie & Co., has 
recently been elected to membership in the New 
York Stock Exchange. Mr, Ferris has been for 
25 years connected with the above firm, and has 
been a partner since March, 1893. 


* 


GOVERNOR WAITE ON PROFANITY. 


WRITES A CRITIC THAT THE SAVIOUR USED LAN- 


GUAGE AS SEVERE AS HIS ON LESS PROVOCATION, 


DENVER, Dec. 27.—Gov. Waite yesterday 
wrote a letter to Richard Collins, of this city, in 
reply to one suggesting that profanity did not 
well become His Excellency’s station. Mr. Col- 
lins had reference to the Governor's recent state- 
ment before a business men’s convention that 
he was in favor of keeping up the fight for the 
free coinage of silver at the ratioof 16 to1 ‘‘un- 
til hell freezes over."" The Governor’s reply is 
as follows: 

‘*Profanity is notto be commended and doubt- 
less, as a rule, is in bad taste; though there may 
be cases when it perhapsisexcusable. The word 
‘hell’ is not necessarily profane. It is not con- 
sidered allowable in polite society, and has been 
excluded, I am informed, from the modern ver- 
sion of the Scriptures, but it hardly comes with- 
in the prohibitions of the decalogue. 

‘*Christ himself was so outraged by the deeds 
of the usurers and extortioners of his day—who 
don’t deserve to be mentioned tor iniquity and 
blasphemy of all that is holy with that class in 
these days—that even he, the most gentle and 
meek of all creation, was provoked to say to 
them, ‘O ye generation of serpents, how can ye 
escape the damnation of hell ?’ 

‘It grieves me to learn that you are troubled 
on account of what you consider my profanity. 
Permit me to ask if your sleep is disturbed any 
on account of the servant girls and industrious 
poor who have lost their little all by depositing 
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t in the savings banks of this city, or those who 
have been sold out of all they possess by the 
chattel mortgage fiends, or the starving poor of 
Denver, who almost daily seek refuge in suicide? 
Or are these matters of so litthe importance that 
they vex not your righteous soul? 

‘‘We read in the Scriptures of those who are 
clean outwardly, like an artistic sepulchre, but 
within are full with all manner of rottenness 
and dead men’s bones. Very respectfully yours, 

“Davip. H. WaIre.” 


* * * 


PROPOSEC AMENDMENTS TO THE BANK- 
ING LAW OF NEW YORK. 


SUGGESTED BY GOVERNOR FLOWER, 


In his annual message to the 
Governor Flower says: 

The conservative management of our state 
banks was abundantly demonstrated during the 
financial panic of last year. The proportion of 
banks under state supervision which suspended 
was very small. There were instances of reck- 
less management however, and the question is 
presented whether the present banking law can- 
not be strengthened soastocompel even greater 
conservatism in methods and more rigid inspec- 
tion by the Banking Department. 

Two suggestions in this direction are particu- 
larly submitted to your attention. One is that 
no officer or employee of any bank or other in- 
stitution subject to the banking laws should be 
allowed to borrow, directly or indirectly, any of 
its funds, without first making application to the 
board of directors and obtaining the consent of 
at least a quorum of the board. The other sug- 
gestion is that banks should be obliged to set 
aside a certain proportion, say 1o per cent., of 
their net profits each year as a surplus account 
until such surplus equals 20 per cent of the capi- 
tal stock, In behalf of this requirement it is 
urged that many of the smaller banks, instead 
of accumulating a surplus, declare and pay out 
their entire net profits as dividends, thus leaving 
the bank nothing with which to pay losses with- 
out impairing its capital. 

There may be other legislation upon this sub- 
ect needed for the protection of public interests, 
ind your attention is respectfully called to the 
matter, 


legislature, 


* * * 


DIVIDENDS DECLARED. 


\LTIMORE BANKS WERE PROSPEROUS 
DEPRESSION, 


DESPITE THE 


Che following Baltimore banks have declared 
vidends: 

rhe Equitable National Bank, 2% per cent., 
mi-annual, payable January 4th; the Mer- 


chants’ National Bank, 4 per cent.,semi-annual, 
payable January ‘oth, clear of taxes; the Bor- 
der State Savings Bank, I per cent. extra, pay- 
able January 2d; the National Howard Bank,2% 
per cent., semi-annual, payable Tuesday, Janu- 
ary gth; German-American Bank, 3 per cent, 
semi-annual, payable on demand,clear of taxes; 
the Drovers and Merchants’ National Bank, 3 
per cent., semi-annual, clear of taxes, payable 
January 2d; the Continenta! National Bank,2% 
per cent., clear of taxes, payable January goth; 
American National Bank, 2% per cent., semi- 
annual, payable January 2, clear of taxes; the 
German Bank of Baltimore, 2% per cent , semi- 
annual, payable January 8, clear of taxes; Bank 
of Commerce, 2% per cent., semi-annual, pay- 
able January 8, clear of taxes; Commercial and 
Farmers’ National Bank, 3 per cent,, semi-an- 
nual, payable January gth. 


A RELIABLE BROKERAGE FIRM: 


Mr. Wm. F. Owens having retired from the 
firm of Geo. I. Landon & Co., desires to make 
it known, and that he has associated himself 
with Mr. W. B. Sancton, member of New York 
Stock Exchange, under the name of W. B 
Sancton & Co., bankers and brokers, at 52 and 
56 Broadway, Exchange court building. Mr. 
Owens has a right to indulge in the hope that 
the new firm may be favored with all his old 
and numerous patrons. Both members have 
large experience, since 1869, and the business 
will be carried on with most liberal methods 

The new firm have ample capital, and while 
Mr. Sancton will be in constant attendance at 
the Exchange, Mr. Owens will be in charge of 
the office affairs. With the ability, experience 
and capital of these gentlemen, we predict a 
great success for this house. 


BROOKLYN BANK CLEARANCES. 


It is understood that at a meeting of the Clear- 
ing House Committee, on December 28th, it 
was announced that the five Brooklyn institu- 
tions which have cleared through the Bank of 
New York, N. B. A., will hereafter clear through 
the Mechanics’ National Bank. We congratu- 
late the Brooklyn institutions on the change, 


At a special meeting of the New York Clear- 
ing-house Association recently held, the com- 
mittee appointed to purchase a site for a new 





50 THE BANKING LAW JOURNAL. 


building, was directed to purchase the property 
at77, 79 and §1 Cedar street for $375,000. The 
business of the association has outgrown the 
capacity of the building now occupied at the 
northwest corner of Pine and Nassau streets. 


x * * 


Papers have been filed with the Secretary of 
State of Vermont for the organization of the 
State Bank of Benton, under the revised laws of 
Vermont. This is the first application for a 
state bank in that state since 1856. 


* %* * 


The following national banks have gone into 
voluntary liquidation by resolution of their 
stockholders: Frankfort National Bank of Frank- 
fort, Ky., First National Bank of Slaughter, 
Wash., First National Bank of Minneapolis, 
Kan, 

* * * 


J. W. Fuller, said to be a notorious bank 
swindler and crook, was arrested at Richmond, 
Ind., on November 17. When arrested Fuller 
carried a pasteboard box filled with bank checks 
from as many as fifty banks throughout the 
country. He claims his home is at Williams- 
port, Pa 


x * * 


Warran C. Putnam, president of the National 
Granite State Bank of Exeter, N. H., was ar- 
rested in Boston, on November 11, on the charge 
of embezzlement from the funds of the institu- 
tion. Itis said that the amount of his embez- 
zlement will reach $30,000, 


* * * 


Albert G. Story, president of the Herkimer 
County Bank, dropped dead in the bank build- 
ing at Little Falls, N. Y., on November 1. He 
was the oldest banker in. New York State, hav- 
ing been president of the National Herkimer 
County Bank for sixty years. He was eighty- 
one years of age. 


BUSINESS NOTICES. 


The W. I. Follett Mfg. Co, of 406 Bennett 
Building, New York, are selling the Shaw Num- 
bering Machine at the low price of six dollars, 
fora short time only. This machine numbers 
consecutively, duplicates or repeats at will and 
numbers up to 999.999. It is especially useful 
for numbering checks and stubs, drafts, notes, 
receipts and all kinds of paper that require cor- 
rect and legible numbering. Over five hundred 
banks are using the machines in the United 
States and Canada and report that they have 
given excellent satisfaction. Note their adver- 
tisement in back part of Journal and send tothe 
W. I. Follett Mfg. Co. for descriptive circular 
and specimens. 


The Hooper Typewriter Prism Co., of New 
York, whose advertisement appears on opposite 
page, have a new device for making the line of 
writing visible to the onerator without lifting 
the carriage. It is intended for use upon ma- 
chines printing on the under side of the impres- 
sion roller, such as the Remington, Caligraph, 
Smith Premier, etc. By the aid of this prism 
the operator is enabled t- see each character as 
printed, and the exact ; ice where the next 
letter will print is determined by a pointer be- 
fore the type key is depressed. The only tool 
necessary in putting the prism into position is 
a screwdriver. 

A few of the many advantages claimed for 
this device are the following: When a letter has 
been omitted, or a wrong letter struck, the 
carriage can be instantly moved to the desired 
point and the correction made without lifting 
the carriage to locate the error. The shape of 
the prism is such as to constitute a scoop for 
the sheet of paper to be inserted. By this 
means the lifting of the carriage to gide the 
paper is avoided, as well as time saved. The 
writing can be seen through the prism bv a 
person sitting in a natural position. Send tothe 
company for catalogue and prices. 





